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January 8, 2009

Office of Internatonal Corporate Finance
Securities and Exchange Commission

100 F Street, NLE.

Washington, DC 20549

Re: Exemption Pursuant to Rule 12g3-2(b) for

Unicharm Corporation (the “Issuer”): File No, 82.4985

Dear Sir or Madam:

On behalf of the Tssuer, we hereby furnish an English language
version or translation of information required to be furnished pursuant to Rule
12g3-2(b)(iii) as set forth in EXHIBIT A hereto.

The enclosed information and documentation are furnished on the
understanding that such information and document will not be deemed “filed” with
the Commission or otherwise subject to the liabilities of Section 18 of the Sccurities
Exchange Act of 1934 and that neither this letter nor the furnishing of such
document and information shall constitute an admission for any purpose that the
Issuer is subject to the Act.

In the event of any questions or requests for additional information
please do not hesitate to contact me, Kenju Watanabe, at Paul, Hastings,
Janofsky & Walker LLP, Ark Mori Tower 34/F, Akasaka 1-12-32, Minato-ku,
Tokyo, 107-6034, Japan (telephone +81-3-6229-6003/ facsimile +81-3-6229-7003).

Kindly acknowledge your receipt of this letter and the disclosures
transmitted herewith by stamping the enclosed receipt copy of this letter and
returning the same in the enclosed return envelope.

Very truly yours,

/\ﬁ}/ﬂ)’u (/Uai’umq MMP

Kenju Watanabe
for PAUL, HASTINGS, JANOFSKY & WALKER LLP

Enclosures
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Notice regarding Ending Retirement Bonus System for Corporate Officers

Regarding Thinking and Planning for Reduction of Investment Units

Annual Report

Corrected Financial Report — No. 48

2nd (Interim) Financials Flash Report, March 2008 Fiscal Year

Interim Report — No. 48

Notice Regarding Decision of Matters Regarding Acquisition of Company Shares

3rd Quarter Financial and Business Performance Flash Report, March 2008 Fiscal Year
Company Share Purchase Status Report

Notice Regarding Buyback of Shares through ToSTNeT-3

. Notice Regarding Acquisition Result of Buyback of Shares through ToSTNeT-3

Company Share Purchase Status Report

Company Share Purchase Status Report

4th Quarter Flash Report, Marc h 2008 Fiscal Year

Regarding Thinking and Planning for Reduction of Investment Units
Notice regarding Move of Representative Director

Financial Report — No. 48 Period

1st Quarter Flash Report, March 2009 Fiscal Year

. 1st Quarter Report — No. 49 Period

Annual Report

. Press Release regarding purchase of APPP Parent Pty Limited and six subsidiaries
. Notice Regarding Buyback of Shares through ToSTNeT-3
. Notice Regarding Acquisition Result of Buyback of Shares through ToSTNeT-3

Company Share Purchase Status Report

. 2nd Quarter Report - No. 49 Period
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May 28, 2007

Company Name: Unicharm Corporation

Representative: Takahisa Takahara, President and CEQ

(Code Number: 8113; First Section of the Tokyo Stock Exchange)
Inquiries: Atsushi Iwata, Executive Officer

(Tel: +81-3-6722-1019)

Notice on Abolition of Retirement Benefit Program for Directors

Unicharm Corporation (the “Company”)} hereby announces that the Company resolved at a
meeting of the Board of Directors held on May 28, 2007 to abolish the retirement benefit
program for its directors.

1.  Abolition of the retirement benefit program for directors :
The Company will abolish the retirement benefit program for its directors at the
conclusion of the 47® ordinary general meeting of sharcholders, which is scheduled
to be held on June 26, 2007. The retirement benefits up to that date will be granted
as final payment. The Company plans to make the final payment when the directors
subject to the payment retire from their office, after obtaining approval of the 47"
ordinary general meeting of shareholders.

2. Reason for abolition
To shift to a flexible remuneration system more closely linked with performance, by
abolishing the current retirement benefit prog}am for directors that rewards directors
afterwards for their services offered during their tenures.




2. Regarding Thinking and Planning for Reduction of Investment Units
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June 29, 2007

Company Name: Unicharm Corporation

Representative: Takahisa Takahara, President and CEO

(Code Number: 8113; First Section of the Tokyo Stock Exchange)
Inquiries: Atsushi Iwata, Executive Officer and

General Manager of the Accounting Department

(Tel: +81-3-3451-5111)

Thinking behind Policies on Reduction of Investment Unit

Ideas about reduction of investment unit

The Company regards an increase in the number of individual shareholders and
better liquidity of shares as important managerial challenges and has been pushing
forward with measures to achieve these targets. The Company lowered the equity
investment unit from 1,000 shares to 100 shares on August 1, 1997 to establish an
environment that makes it easier for more investors to invest in shares of the
Company.

Policies on reduction of investment unit

The Company will continue to take various measures, with its eye on the trends in
the market, in order to further revitalize circulation of its shares and expand its
investor base,
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Beliefs and Pledges

= Pledge to the Gustomers

+ Pledgs to Our Shareholders
» Pledge to Business Partners
= Pledge to the Associates

» Pledge to Soclety

Five Great Pillars

* Creativity & Innovation
* Dwnershlp

* Spirit of Challenge

» Leadership

+ Falr Play
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{IMPORTANT NOTE ON FORWARD-LOOKING STATEMENTS

Staterments madle in this annual report with respect te Linicharm's cumant plons, estimates, jorecasis and straiegies are lonward-locking staterments
reprasening the considerad opinion of inp management, and basad on information and data avakable a1 the time of production. For these reasans,
Unicharm cautions against the use of 1hass statements a3 ihe ok joundation of iorecasts of the Company’s iuture pardormanca. A rumber of

Importart factors influencing Unichanm's business activities have the potenilal to causs wide variztions belween these statemants and actual future

risutts,



Fiscal 2007 Highlights
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To Our.Shareholders

Applause for a Year Fiscal 2007 Performance Overview
Marked by Revenue '
. . Sales
Expansion in Growth In fiscal 2007, the year sndad March 31, 2007, Unicharm continued to work toward achieving s
Businesses and Global 10 medium-term management vision, focusing on raising profitability in overseas businesses,

Record-High Net Sales while being driven by growth in the domestic health and pet care divisions. In addition, determined to
: strengthen the Company's baby and child care ant feminine businesses in Japan. we introduced a
wida range of naw, high-value-added products. Reflecting these sfiorts, consolidatad net sales in fiscal
2007 reached an all-time high of ¥301.8 billion, rising ¥31.5 bilon, or 11.7%, compared with the previ-
ous figcal year, Sales within Japan increased ¥5.2 billion, or 2.6%, to ¥206.9 bilion. At the sama time,
oo yerl we achioved increases in revenues at all overseas subsidlarles. Sales in Asia, encompassing Thalland,
509,000 ' Indonesla, Singapore, China, and Korea, were exceptionally high, reaching ¥58.6 billion, a 31.1%. or
¥13.4 biflton, surge year on year. Sales In other overseas regions wers fkewise bullish, with steady
sales In Europe and significantly expanded sales in the Middla East and North Africa, regulting in a
¥12.8 billion, or 50.2%, jump 16 ¥38.3 billion. Accourting for these factors, sales to outsids customers
N by overseas subsidiaries amounted to ¥95.0 biliion, growing ¥26.3 blllion, or 38.2%, to comprise
100.000 — f - —f—  31.5% of consoiidated net sates.

Net Sales

) ) Oparating Income and Net Income

[ — Income In fiscal 2007 also trended positively thanks to ongoing cost-reduction measures and expanded
222,106 240,110 248,051 TT050 9,800 revenue and profit in growth-area businesses, which efiectively oftset high raw materlal costs and tha
mpact of inpmases k1 advertising and sales axpenses incurred to bolster the Unicham brand and
Company competitivenass, As a resuft, operating tncome rose by ¥1.4 bilion, or 4.8%, to ¥29.5 bion. Net
income, howewver, dropped sightly, by ¥0.2 bilion, or 1.5%, compared with fiscal 2006, to ¥15.1 blion.

02 { Unicharmm Corporation



Strategic Priorities for Fiscal 2008

Looking ahsad, the demestic market environment in fiscal 2008 is expected to remain uncertain,
despite continued stability in corporata performance and consurner spending. Rather, this uncertainty
a refiaction of concems surmounding inflated raw materlal costs, Japan's deciining birthrate and aging
soclety, and intenstfying competition caused by maturing markets. In overssas markets, competition
betwesn giobal brands is expected to becomsa even more fervent as a result of exparding gobal marksts.

It Is against this background that Unicharrn is striving to fulfill its Global 10 vislon fo becorns Asla's
No. 1 company in nonwoven fabric and absorbent materials, acguire a 10% global market share, and
be placad amaong the industry's top-three companies workdwids in both name and pefformance. As
wa advance toward these goals, we will work to improve profitability in mature markets and aggres-
sively promote revenue and business expansion in growth markets,

The basic Glabal 10 strategy is to obtain an overwhelming market share in Japan, China, Thalland,
Indenesia and Taiwan by developing processes and fostering human resources that faclitate cost struc-
ture reform and the strengthening of products, ales” chiannels’ and communication with customers.

Strategic Priorities Overseas
In Asla, particularly in China, Thalland, Indonesla and Taiwan, wa will promote strataglss that reinforce
our dominance In the market with the goal of attaining an overwhelming market share. Wae will promota
devaloprnant of high-value-added products such as premium segment panis-typs and tape-type dis-
posabie diapers in the baby and child care business, in addition to nighttime-use and slim-design nap-
kins In the faminine care bushess. Looking specifically at China, Unicharm will target profit expansion
by concentrating on positioning the baby and chlit care business in the premium and mid-ranga mer-
ket categories and the feminine care business In the growth-markeat area of nonwoven fabrics. In
Thailand, we will focus on expanding the already dominant share held by our baby and chiid care busl-
ness by bolstering Mamy Poko and Mamy Poko Pants products. Moreover, regarding the faminine
cam business, we will target steady growth, while promoting a shift into the premium markst category.
Our goal in the Indonesian market is to attain & No. 1 sham in both the faminine cars and baby and
child cane markets by promoting greater brand awareness of our feminine care brand and further satu-
rating the market with disposabla diapers for children, In Talwan's mature markets, we plan to
increase our market share by improving upon our high-value-added products.

Wo will lkewise continue with efforts to expand sales in Vietnam and Saudi Arabla following the
commancement of sanitary naphkin manufacturing oplanaﬂons in those countries by April ar_:d February
2007, respectivaly. :

Strategic Priorities in Japan

in the growth eraa of heatth care, Unicharm responds to the intricate needs of consumers with its vast
lineup of new developrments. As we strive to outpace the markst expansion, we are redoubliing efforts
to sducate the public about continence issues with respect to the efficacy of our continence rehabllita-
tion systemn. Furthermore, our refease of Lifree Absorbent Sim Wear™ and Lifres Man's Guard Sim ‘
are generating a new market In the high-growth area of healthy incontinence products.

Iy our pet care business, we wil continua to develop new markets and products to mest con-
sumers’ pet care needs In line with current trends. Specifically, we will enhance sales promotion efforts
for products that respond te the four biggest concems of pet owners, which are caring for pets that
are kept in-doors, small-sized pets, aging or overwelght pets.

In a maturing baby and child care market, the Company will work toward adjusting sales prices and
enhancing product features in order to boost profitablity. Unicharmn plans to bring about an increase in

Bringing Globa! 10 to
Fruition for Continued
Expansion of Growth
Businesses and
Greater Profitability in
Mature Markets

Operating Income
and Operating income Ratlo
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Unicharm Cares about
Giving Back to
Shareholders and Does
lts Utmost to Maximize
Corporate Value
through Consistent
Business Growth and
Enhancement of
Earning Capacity

Cash Flows
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samnings potential through the seles expansion of Mamy Poko brand products and promoting a brand
shift of Moony Into the premium market category.

In the feminine care business, we are iooking to relnvigorats the market and increasa profitabliity by
tapping into a potential group of premium napkin usars by introducing the Sofy Hada Omol series with
never-before-seen revolutionary functions and features. We will aiso pursus new value offerings with
renawad Cenitar-in brand products, particulary with the compact and deodorant compact napkin types.

Fiscal 2008 Business Forecasts

in the cument fiscal year, ending March 31, 2008, Unicharm foracasts consolidated net sales of ¥328.0°
bilion, marking a year-on-year increass of 8.7%. Operating Income Is projected to rise 10.3%, yearon
year, to ¥33.0 hition, along with a 2.8% Increase In net incoma to ¥15.5 billon. Consequently, net income
per sham wil total ¥240.59, resulting in an increasa of ¥8.28 compared to the fiscal year under review.

Basic Profit-Sharing Policy

Basic Policy

Unicharm considers the paying of dividends to sharsholders as fts most Important management policy,
and for this reason works to increase comorate value through the ganeration of cash flow. In ordar 1o
improve its samings potential, the Company works to strengthen its business structure and proactively
expands Its operations, whie adhering to a policy of consistent increases and stable dividend distribution.

Fres Cash Flow Application

Unicharm strives to outpace the market, raise s industry position and enhance corporate value as the
most effactiva means to deliver returns to shareholders, Also, as the Company alms to securs a 10%
global market shara and became recognized as a high-growth company capable of aitalning tha No. 1
position In Asia, we are undertaking active investment to accelerate the expansion of the domestic
health care business and sscure an overwhelming share of the Asian markst.

Drawing on the concept of maximizing future corporata value, Unicharm gives priority to selectively
aflocating free cash flows among overseas busingssas, focusing on China and Thalland, At the same
time, the Company invests il efforts o axpand Its business scope, R&D, information systems and
other infrastructurs in domestic growth areas such as the health care business. From a long-term per-
spective, Unicharm pursues business acthdties with consideration for managemert efficiency.,

Profit-Sharing .
Unicharm maintalns a basic policy of providing continuous shareholdar retums of 50% of net Income,
combining dividend distributions with the acquisition of treasury stock. Furthermore, the Company
aims to consistently provide stable increases in dividend distribution and views this as being of the
utmost impaortance.

In accordance with this basic policy, Unicharm declared a year-on-year dividend increase of ¥12.00
per share, for a fotal of ¥44.00 per shars in fiscal 2007, reafizing its commitment to continuously increase
dividends. in fiscal 2008, we are planning ior a ¥2.00 increase in full-year dividends to ¥46.00 per share.



Strengthening Corporate Governance . SAPS Plan Initiatives

! Promote Sound
The Unicharm Group promotes a corporate managerment structure that aims to provide stakeholdars
with superior value, guided by its corporate ideal of pursting comrect corporata management princi- Corpora’te Management
ples, which bring together corporate growth and well-being amang associates, and futfiling fts social to Provide Stakeholders
responsibities. with Superior Value
Through its business oparations, Unicharm’s management and apsrating divisions work in uniscn to
simuttaneously enhance corporate value and fulfill its corporate social responsiblities. Keenty aware of
the importance of achleving these aims, the Company adop!s an axacutive officer system to faclitate
the swift execution of operations and clarify exacutive power and accountabilty.
Unicharm's Board of Cirectors meets once a month to meet tha need for substantive discussions
and for the defiberation of significant issuss refated to executive officers’ execution of opetations.
These meetings also provide directors with an opportunity to thoroughly analyze the Company's
progress in achieving management targats and to resolve management issues.
Unicharm'’s current governance structure comprises seven directors, 21 executive officers, six of
whom hold concurrent posltions as directors, and four corporate auditors, including the Company's
two outside aucitors,
Furthermore, we are continuing to promote the clarification of managsment goals and a manage-
ment structurs that effectively and efficlantly deals with priority Issues based on the Schedule-Action-
Performance-Scheduls (SAPS) Plan launched in 2004. Ultimately, the Company endeavors to bring
about sfficiency in the execution of directors' functions.

Unicharm ldeals and CSR Efforts Come Hand in Hand

Unicharmm engages in CSA activities supported by Its corporate ideal of creating a better life for
humankind by offaring only the finest products and services to customers, both at horne and abroad.
Our approach to ervironmental conservation and the efficient usa of resources, couplad with contribu-
tions to a better velihood, Is to maintain a Group awareness and accountabilty for our development
and production of dispesable products. As such, wa consider it our mission 1o continually seek sol-
tions to related environmental Issues, '

The group of products offerad by Unicharm's mamnstay batyy and child care, faminine cara, and
health care bﬁsinesses has a significant Impact on socisty in that they bring to life our corporate motto
of “Easy Cormfort.” Our ability 1o contributa to the spread of health and hygiene through our products
and thereby provite comfort, excitement and joy to peopls in Japan, Asla and woridwide Is a great
sourca of Company pride. In fiscal 2007, we directed efforts at advancing CSR Initiatives and further
markst penetration represented by the thema, "Group & Global,” in China, Taiwan, Thaltand and
Indonesla. Looking ahead, Unicharm wil continus to work toward providing unfattering value to stake-
hoiders while maintaining a sound managemeant structure as a globally evoiving enterprise.

In closing, | wish to thank all of cur shareholdars tor their steadfast support and understanding.
September 2007

Takahisa Takahara
President and CEQ

T s —

Unicharm Corporation ' 05



Business Overview
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Unicharm entered the baby and chiid care market in 1981 with the release of Moony disposable diapers for infants, and today it com-
mands a dominant share of the domestic market for disposable diapers. Utiizing proprietary production methods, Unicharm took the
lsad in 1982 by releasing the world's first parts-type diaper, Moonyman, creating new value and transforming the structure of the mar-
ket. The Comparny subsequently created new product categories with Oyasumiman bediime underwear, Trepanman 1olet-training pants
and Moonyman Mizu-Asobi Pants that allow bables to better enjoy playing in the water and swimming pools. These innovations, along
with the releass of the Moony and Moonyman Sarara Magic lineups in 2006, which utilize Unicharm's quick-absorption sheets to keep
skin continually soft and dry, have served 10 expand and invigorate the market, Oversaas, Unichamm Is aggressively developing its busl-
ness in East Asla, ASEAN natlons, the Middie East and North Africa. The Company's Mamy Poko brand boasts the top share in
Thalland, Indonesia arl Singapora.

Unicharm commencad the domestic production and sale of feminine napking in 1863. Basad on the principle of creating freedom and com-
fort for women through science, we are the sole Japanesa manufacturer of a comprehensive rangs of feminine care products that include
ferninine napking, tampons, sanftary shorts and panty kners. Underpinned by continuous efforts 1o offer a product ineup that incorporates a
wide range of newly developed functions 10 meet increasingly sophisticated customer needs, the Company has commanded the top share
of the femining markst {or the past 11 years. Furthermore, in 2008, Unicharm acquired the Center-in feminine care product business from
Shiseldo Co, Lid., which it hopes will help strengthen its own feminine care business. In 2007, Unicharm wik offer cusiomers a new choice in
valoe with the release of Sofy Hada Omoi, a ploneer in the napkin market that features an entiraly new and Innovative top sheet material,
Linicharm's own FCL Shest technology. Unichanm is actively promoting fts Sofy and Charm brands overseas, with particular focus on East
Asian markets, where | enjoys the leading market shara In Taiwan and Thailand. In addition, manufacturing operations that bagan in Vietnam
and Saudi Arabia in 2007 marked the Compary's full-scale entry into each of these regions.

Since launching adult paris-type Lifree disposable diapers in 1987, Unichamm has generated new value through the sale of advanced
functional products and taken the lead in cultivating the adult disposable diaper market in Japan. In 1995, the Company enterad the field
of continence rehabliation with the release of Lifrea Rehabilitation Pants and took significant strides in alleviating the physikeal, economic,
and psychological burdens of both patients and caregivers. In April 2007, we launched Lifree Absorbent Slim Wear™ incontinence pro-
tection in support of helping the baby-boomer generation fully enjoy thelr later years in life. Additionally, utilizing its technological expertise
In nonwaven fabrics, Unicharm developed the Unicharm Superdimensional Mask, a disposable mask that eliminates the past shostcom-
ings of existing masks, generating new demand in this market area. :

Since launching its Sfcot fne of cosmetic puffs In 1874, Unicharm has continued to develop products to help maintain clean, sanitary
and frash environments based on its core nonwoven fabric and absorbency manufacturing process fechnologles, Today, Unicham is
creating new value and demand in a variety of fields by offering products for general household use, including Wave sheet cleaners, the
Sicot Wet Tissues seres of molst towelettes for skin care, Sicot cosmetic pufis, and Cook-up paper towets for food preparation and
preservation, all 1o help preserve the cleaniiness of home environments.

Launched In 1986, Unicharm'’s pet care business is now managed by consolidated subsidiary Unicharm PetCare Cormporation, With its
business philosophy of providing pets with a healthy, clean and comioriable Iife, Unicharm pravides dry, wet, and soft pet jood through
Alken Genkl, Neko Genkl, Ginno-Spoon and Gaines brard products. Furthermore, Unicharm utiizes the Group's expertise in both nonwo-
ven fabric and absorbency manufacturing pbcess technologies to deliver pet sheets, deoderant cat ftters, and pet diapers. Dffering new
value through innovative products and services, Unicham aims to creale extra comfort in living environmants shared by pets and people.

In Unicharm's other businesses, the Company employs fts accumulated expertisa in nonwoven fabric and absorbenty manufacturing
process technnlog'lﬂ; o markel commercial food-packaging materials to supermarkets and develop other commercial applications for
food distribution. In the iood packaging matertals business, Unicharm focuses on developing products, such as Fresh Master drip
shests, that are designed o maintain food freshness and contribute o hygienic food management. As part of its commercial-use prod-
uet lineup, Unicharm also developed a new line of Wave brand sheet cleaners.

Unicharm Corperation
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Baby and Child Care Business

Fisgal 2007 Business Overview

Japan's business environment remalnad harsh, mainly due to the impact of soaring raw material prices
and weakened demand on the back of the natlon’s declinlng birthrate, As an industry leader, howsver,
Unicharm continued its efforts to enhance core, panis-type diaper products as well as to develop and
Introduce new merchandisa. This was accompanied by enterprising markeling endeavors and promo-
tional campaigns as it warkad to incraase brand value and recognition.

During Japan's hot and humid summer months, the Company enterad tha premium market category
by offering Imited-edition Moonyman Ase Stiddr diapers to mest babies’ dolicate skin care needs and
help prevent the outbreak of summertime haat rash. Cocrespondingly, bassd on the resutts of
Unicharm's Joint ressarch venture with Tokushima University, heat rash was proven {o be to a bacieria-
retated skin imitation. Uinicharm further added to its lineup of premium products with the Octobear 2006
launch of Moony brand super-absorbent pants-type disposable diapers, Moony Sarara Magic and
Mponyman Sarare Magic, Enhanced product features typified by thesa new releasas, in tum, helped
raise unlt prices. Af the same time, Unicharm's Mamy Poko Pants economy-value, parts-type dispos-
able diapers demonstrated growth in sales and profits owing to raised unit prices through & revaluation
of the number of product pleces per package driven by Impravements in design features.

Strategles for Fiscal 2008

In the coming flscal year, tha scale of tha market is expected to contract in accordance with Japan's
daclining birthrate and population. We plan to respond to this ermdronment by continuing to leverage
our strangttis by shifting our focus to premium-value, pants-type disposable diapers. Furthermore, we
will develop distinct sales strategies around our two main Moony and Mamy Foko brands by separataty

*‘g targeting those consumers seeking high guality and consumers seeking econemy-value producis,

Undar the Moony brand, Unicharm introduced the medium-sized Moonyman Sarara Magic diapsrs,
which faature speed absorbers that are amazingly effective in quickly removing wetness and thus
meeting skin care neads, white alsc providing a fit tallored te a baby’s body shape and movement.
With pramium Moaryman Ase Sukkir diapers, we will undertake efforts to raise summertime demand
by extending the speclal sales period beyond that of previous years. Furthermors, with the addition of
the Sarara Maglc super-fast wetness liiting features to Moomyrnan Ase Sukki, we hope not only to
increase the profitability of babwy and child care products but also to rejuvenate the market.

Tuming to the Mamy Poko brand, we will work to maintain & fresh Imaga with consistent and contin-
uous packege design renawals. We will also target improved profitability of tape-type diapers by raising
unit prices through a revaluation of the number of product pieces per package.



Feminine Care Business

Fiscal 2007 Business Overview

With the decreasing demographic of female consumers In Japan, Unicharm faces the challenge of rein-
vigorating the market as the only domestic company to offer a comprehensive lineup of feminine care
goods. As such, the Company focused on improving existing products and developing new high-valua-
added products that offer women reassurance and comfort.

in the growth area of sanitary napkins, Unicharm raleased extra-heavy nighttime protection, Sofy
Bodyfit Fuwapita Slim, Sofy Cho-Jukusul Guard 360 and Sofy Cho~Jukustl Guand 400 with the aim of
expanding its market share and further cultivating the high-vatue-added segment 1o which these prod-
ucts belong. Since acquiring Shiseido’s Center-in brand in June 2006, the Company has been working
10 revamp the brand In order to boost its market competitiveness and samings potential. Accordingly,
Unicharm introduced "On-the-go” as the brand's new concept,

In the tampon category, Unicharm not only implemented a completa renewal of al its tampon prod-
ucts, but it also renewed its dedicated Chamn tarmpon brand informational Wabsite, accessible thiough
the Unicharm home page. In addition, Unicharm began alring ks first Gharm brand tampon TV com-
mercial in 10 years as it aimed to promote further product dissamination. Unichamm selectad former
Japansse Olympic gold-metal swimmer Masami Tanaka to star as its main character for the commer-
clal. In September 2006, the Company established a new state-of-the-art tampon manufacturing facill-
ty to fulfil stringent health and quality standards appropriate for the production of tampons, now classl-
fied as medicat products. Going forward, Unicharm will continue to aim for tampon market expansion
by carrying out activities to enfighten consumers about the benefits of tampon usage and providing
high-qguality products.

Strategies for Fiscal 2008
Amid a maturing domestic markst, Unicharm sees continuous strategic developmant as key to future
growth In sales and profits. One such strategy will be to focus on cultivating its high-vatus-addad
growth segment by enhancing the features offered by Its nighttime protection end sim-type napkins,
Simitarty, the Company plans to lure the markst away from price competition toward competition
based on added valua and product functions.

In the coming fiscal year, Unicham will expand is Cho-Jukusul Guard ineup with the relsase of its
newly developed Cho-Haba-Hiro Fit Absorbent napkins specifically for nighttime use and enhanced
with leakage-prevertion featurss, The introduction of Sofy Hada Omol napkins that boast Unicham's
own revolutionary absorbent top sheet layer will help reimvigorate the market, as wel as bring about an
improvement in revenues, Tuming to the fully revamped Center-in brand, In fiscal 2008, Unlcharm wil
promote new value proposals focused on its Compact and Deodorant Compact products. At the sama
ttme, we will reexamine pricing and packaging strategies for all Center-in ltems with the alm of bringing
the brand back to [fe as a trus profit generator,
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Health Care Business

Fiscal 2007 Business Overview

Unicharm's health care business surpassed the market growth rate and achieved an incraase in sales

in the fiscal year under revisw, even amid increasingly fierce compatition In this growth market. in the

particularly high-growth markst of light incontinence products, the Company proved fts prowess as the

top incontinence care product maker with the release of two exciting new products. The first, Lifree

Sono Shunkan mo Anshin, responds 1o heavy and urgent incontinence needs, while the otner, Charm-

Nap Kyusul Sarafi Deodorant Panty Linors, satisfies light incontinence needs and provides newly added

deodorizing funictions.

St Also In the heavy incontinence market category, Unicharm augmented its Eneup of popular Liree
i Hitobarju Anshin Nyotor! Nighttime Pads and Nighttime Super Pads by offering them in new jumbo-

i sized packs and undertook greater efforts to educats the public about incontinence care through the

distribution of product samples, the airing of TV ads and mailings of product brochures. In this way,

Unicharm aims to offer both caregivers and those who are under care a good night's sleep.

From the Company's successful seres of nonwoven fabric Unicharm Superdimensional Masks, it
released fabrc Unicharm Superdimensional Mask Virus Guard, which makes use of sitver ions, and
Unicharm Superdimensional Mask Super Pollen Blocker, which assures a snug fit over the mouth and
npsa, Seeking to mest increasing needs for scresning out airbome allergens that cause hay fever,
influenza and SARS (Severe Acute Respiratory Syndrome), Unicharm has worked to introduce high-
performance products that it hopas will also axpand this ‘market area and Incroase proflts,

Strategies for Fiscal 2008
Within tha 15-year span of 2005-2020, Japan's population of elderly, an aging baby-boomer genera-
tion, is expected to surge and cause the dormnestic health care market o grow at an acceleratad pace.

In tha health care business, Unicharm will contlnue to base its efforts on propristary incontinence
cara concepts to bullkd up the product powar of its Liffree brand. Also, by further developing the range
of its product neup, It seeks 1o precisely respond to consumers’ diverse neads. Taking these steps,
along with additional efforts to educate the public ahout its continence care system, will hopeiuty real-
lze business expansion thet outpaces markat growth.

In the high-growth field of light incontinence products, Unicharm anticipates stlll greatar market
growth on the back of an Increasing population ot healthy and active senior citizens. Targeting the
heatthy Incontinence product markat, the Company will introduce its first absorbent underwear product
as Lifrea Absorbent Siim Wear™ as well as its new Lifree Man's Guard Stim light incontinence pads for
men and create a new market of light Incontinence products,

Togsther, Unichamm and Hitachl, Ltd. achieved the successiul development of an automatic urine
collection system for use in excratory nursing care environments, This development will significantly
lighten the burden on patients and caregivers alkke by cutting down on tha number of dally diaper
changes, from five 10 seven, 1o one to two. This will also help dacrease environmental burdsn, given
the drop in the number of diapers used. Unicharm plans to continue to offer new solutions In inconti-
nence care whila building environmentally kind nursing systems such as this.



Clean & Fresh Business

Fiscal 2007 Business Overview

In the clean & fresh business, Unicharm continued to develop products based on s core technologles
in nonwoven fabric and absorbent matertals to provida customers with a feeling of cleanliness, fresh-
ness and peace of mind. In the fiscal year under review, the Company successfully bolstered sales of it
thres focus brands: Wave, Slicot Wet Tissues and Sicot.

Sales of Wave brand shest cleaners, which provide new cleaning solutions, Increased on account of
consumer campalgns such as the Wave Handy Wiper Double Pack that cama with an original dis-
penser case and the Wave Hawall Holiday Ghve-Away Campalgn. In September 2008, Unicharm
increased product satisfaction by releasing a new and improved Wave Handy-Wipers with enhanced
dust collection features thet reach between hard-to-clean spaces and grooves.

From the Sfcot Wet Tissue series, the company launched a new sanitizer lineup Infused with green
tea extracts to safaly and gently provida convenlent cleanliness to adults and children alike.

Strategies for Fiscal 2008 .

Unicharm will continue to expand its share of the market for antibacterial products, which has grown
steadily every year In ine with consumers' incraasing awareness of and need for hyglene and cleanii-
ness. Under its Wave brand shest cleaner serlas,-Unichamm will newly launch Wave Super Reach
Handy-Wipers with added softness and an extsndable handle, whils promoting merket expansion and
gncouraging customers to try new products. .
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Overseas Business

Targetlng a 10% Global Share through Aggressive Overseas Business Advances

Unicharmn Is aiming to attain the *Number Ons® position in Asia and a 10% share of the global market for noAwoven
fabric and absorbent materials, Unicharm Is striving to defiver world-first, highest-quality products and services— '
providing comiort, exciternernt and the joys of life—to tha two billion people who liva in Asia,

With particular focus on expansion throughout Asta, Unicharm’s overseas sales network now also inciudes the
Middle East, North Africa, and the Netherands. With growth sfiorts focused on the Sofy and Charm feminine care
brands, as well as its Marmy Poko baby and chiki care brand, Unicharm s rapidly expanding its business foundation

to becorma the category leader in all of its operating regions.

Fiscal 2007 Business Overview

tn the fiscal year under review, all of Unicharm’s overseas operations
achiaved growth in revenues that resutted in a year-on year increase
in oversaas sales of ¥26.3 billion, to ¥85.0 bilion. Operating income
grew by ¥2.2 billon, amounting to ¥B.0 bilion. Consequentty, sales
10 outside customers by overssas subsldiares compitsed 31.5% of
consolidated net sales,

In major Astan countries, sales of feminine care products and
pants-type disposabie diapers for Infants climbed steadly and
totaled ¥56.6 bilion, 8 ¥13.4 bilion, or 31.1% Increasa comparad to
fiscal 2006, In other overssas markets, steady expansion of sales of
adutt incontinence products and pants-type disposable diapers tor
infarts in Europe and pants-typs disposabla diapers for infants in the
Middie East lead to a ¥12.8 billion, or 50.2% leap in sakes, amounting
to ¥38.3 billion.

Baby end Child Care Business

In major Aslan countries,-Unicharm’s baby and chiid.care-business - - —

revenues and samings staadily expanded ‘thanks to proactive sales
and marketing acthities. In the exceptionally accelerated growth mar-

il

o

Pindonesia
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ket of China, the Company augmentad its premlium Marmy Pako
fineup with its new high-premium product, Mamy Poko Seketsu
Care, helping sales jump by over 170% compeared to the pravious
fiscal year. Sales In ASEAN nations, namely Thalland and Indonesta,
whars Unicharm already possesses the No. 1 share, continued to
grow steadily. Our markat share in Malaysia and in Singapora, where
wa securad the leading merket share at tha and of fiscal 2008, like-
wisa, steadily Increased, In May 2008, Unicharm initlated a fuli-scale
entry into the South Korsan diaper markst with the release of Mamy
Poko Parts. In the Middle Eastern and North African operating
regions, Unicharm subsidiary, Unicharm GHY, Ltd., located in Saudi
Arabla, also mada steady progress in sales expanslon.

Faminine Care Business
In order to further accelerate its development in South Asta and

-ASEAN countries, Unicharm carried out aggressive sales and mar-

keting activitiss centered on high-value-added nighttkne napkins as

It-worked to expand the scale of the markst and popularizethe Sofy — - — - - - -

and Charm brands. The Company’s development efforts in South
Korea were especially enterprising, with the Introduction of high-




valus-added nighttime napkins and complementary TV ads., At the
sama time, the Company's partnership with South Korea's own
health and lfestyle powerhouse, LG Household & Health Care Ltd.,
hetped boost sales significantly and quickly expand Unkcharm's
share. In the Middie East, Unicharm suooesstdﬂy commenced local
manufacturing of napkins.

Health Care Business

" As a rasult of Liree brand-strengthening strategles, Unicharm was

able to secure the third largest share in the Tafwaness market, while
acquiring the second largest share in Thaltand. In Europe, pants-
type disposable diapers aise experienced steady growth.

Clean & Fresh Business

In the fiscal year under review, Unicharm released Wave sheet
cleaners in Talwan, as it focused on generating new business In the
region. Tha Company licenses its Wave shest technology to Proctor
& Gambia for sales In North America and Europe under the brand
name Swiffer Dusters. Accordingly, royalty incoms from this busi-
ness continuas to make a solid contribution to segmant eamings.

Strategles for Fiscal 2008

In major Asian markets, Unicharm wil work to surpass markat
growth and promats further dissemination of premium brand Mamy
Poko, Sofy and Charm products, Simuttansousty, we will take a
mome aggressive sales approach In order o bring about increases In
both eamings and revenues. Wa will also move forward with plans to
snhance our manuiacturing and supply structtres In order to accom-

______ ~ “modats the'expansion of a rapidly-growing Aslan market. in Talwan

and Thalland, specifically, tha Company plans to execute enterprising
davelopmant efforts targeting Its Lifree adult panis-type disposable
dizaper brand, aiming to cultivate a third pllar In the Asian region.

Unicharm will maka full-scale sntry in the Vistnamese markst by
pstablishing & new subsidlary there and carrying out manufacturing
in the domestic market. ’

The Company alse plans {o begin product development in samest
in markets for the pants-type disposable diapers for infants and san-
itary napking, mainly in Saudl Arabia, in the Middla East, and North
Africa, regions where fulure growth is expected. Furthermore, by

' bringing the sales power of Unicharm GHI together with the product

development and marketing prowess of Unicharm, the Company wil
establish a saries of oversaas business bases in Asia that in will in
turn contribute to Increased profits in overseas business,

Priority ssues tor Fisca! 2008 In Major Asian Markets

China

Unicharm is targeting high growth, exceading the rate of sales
expansion in fiscal 2007. In the baby and child care business,
Unicharm wil strive to acquire the No. 1 share in major Chiness
clties by concentrating its efforts on the premium and middle-value
markets, while continuing to seek high growth based on its Mamy
Poko brand. in the feminine care business, tha Comparny will tocus
on the growing market of feminine napkins made of nonwoven type-
fabric, such as Sofy Body Fit, with the aim of expanding into urban
markets throughout China.

Thailand

To continua outpacing market expansion In Thalland, Untcharm wil
work ta improve profit in the femining care business by enhancing
the product mbx amid a stable growth trand. The Compary will pro-
mote the development of stimmer Sofy Body Fit napking, while also
working to raise unil prices and expand its share. It will also intro-
duca sida-gather-typs nighttime napking made of norwoven {abric,

aiming to acquira new users. In the baby ‘and child care business,
Unicharm will strangthen market penetration efforts for M-slzed
pants-type diapers and diapers for newbomns with the alim of grow-
ing its market share.

Indonesia

In the femining cara business, Unicharm will irnplement a renewat of
Sofy Body Fit SEm to obtain new customers, whie working to ralse
profitability through an increase in unit prices. Similarly, we will strive
for greater Sofy Body Fit brand racognition through advertising. With
the ultimate goal of securing the leading share in this market,
Unicharm plans to expand sa]es by encouraging consumers to try its

. products. In the baby care business, Unicharm will bolster market

penstration of pants-type disposable diapers in order to further
expand tha No. 1 share it has secured in urban areas.

Taiwan

Unicharm will work to differentiate fts products by building brand
valus and strengthening product competitiveness In each of its
emerging businessas. In the baby and child care business, wa wil
work to boost business strength by fortifying the product perform-
ance of premium panis-type disposable diapers. Unicharm will focus
on boosting nighttime protsction brand Che-Jukustl Guard in the
femining care business. At the same tima, it will strive to bulld a
growth platform for the health care business by strengthening sales
of absorbent urine pacts, focusing on pharmacies as sales channe's.
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Fiscal 2007 Business Overview .

Unicharm took on lts first full-scale entry into the soft cat food and dog snack categories, which maka

up approximatety 40% of the pet food market, with the introduction of Canned Ginno-Spoon, Aken

Ganld OlshF Oyatsu and Ginno-Sara Today's Traat. The Company also introduced & varigty of new
LESilels  products 1o strangthen its focus on differentiated product categories as wall as to promote sales. New

11.3% 5500

S
SEEE L

bR

AL ] releases included Aken Genid Fukiura Dry, a new type of dried dog food, Ginno-Sera for Dogs 7 Years
! and Oider, responding to the growing population of aging dogs. and from the dry gourmet cat food
Ginno-Spoon series, Ginno-Spoon Umi no Gourmst with enriched flavors for a better tasta.

In the pet tolletry category, Unicharm augmented its Dec-Sheet series of dog excrement cleanup
sheets with Dep-Sheet Semi-Wida. For cats, the Company released Deo-Tolet Green Tea Decdorant
Sand that Won't Scatter combustible cat Rtter as a refll product for the Deo-Tollet system products
Deodorant Sand and Deo-Sand Deodorant Plus. Unicharm hopes that its efforts to strengthen products
such as these, which catar to ths Increasing number of indoor pets, will In tum help promote sales,

Strategies for Fiscal 2008

There are a growing number of peopla today who seek to enrich their iHestyle through pet cwnership and
for whom the pet-owner relationship Is important. in Japan and eisswhere, this may be attributable to a
deckning birthrate and aging sociaty, as wel as 1o the tendency for people to marry (ater in kfe. Due to
retiring baby boomers in particudar, the increase of pet ownership is expacted to accelerate.

Against this backdrop, Unicharm plans to contiriue creating markets and products that mest consumer
needs. Thess efforts wil take the form of sales promotions and product ineup enhancements to respond
10 Japan's four major pet trands. where indoor, smal, elderty and overweight pets are increasing.

Also, although sales of pet tolltrles are curmently only & domestic business, we wil commence sales
In North America through cooperation with Nestle Purina PetCars Company in the United States and
Canada.

Conceming the impact of high raw matesial, grain and crude oft prices, in March 2007, Unicharm
Implemented product price revisions in accordance with changes in product content and improve-
“MT3  ments to mainstay products.

Fiscal 2007 Business Overview

In the food packaging materials business, Unichanm focused on boosting sales of Fresh Master trays
mede with the Company’s own nonwoven {abric and absorbency technologles, Simllarty, the Company
strived 1o raise the sales of Wave Industrial sheet cleaners,

SBtrategies for Fiscal 2008

in the {god packaging materials business, Unicharm plans to continue efforts to acquire new cus-
tomers by making use of restaurants as salea channals, whila also expanding use of supermarket dis-
tribution channals. Also, In regard to commercial-use Wave products, we will strive 10 grow sales in the
commercial-use dust control market through retall industries.




Research and Development Activities

Practicing Customer-Satisfaction-Driven Product
Development through a Joint Industry-University
R&D Structure

Unicharm conmtrbutes to creating a better ife for humankind by offering

.only the finest pmducts and sendces to customers both &t harma and

abroad. Guided by this Cormnpany Ideal, Unicharm constantly strives to
penerate new vake through technological innovation o provida richer
Kestyles for people of all ages, from infarts to the elderly.

In order to achleve these goals, Unicharm draws on its product devel-
opment capabiities and comespondingly adept utiization of nonwoven
fabric and absorbent matertal processing and moiding tachniques.
Unicharm befieves that the potential for future growth as a corporate entity
depends on its efforts to yield profits through the creation of new vaba,

To complement these efforts, Unichamn promotes research acthvities
undertaken in cooperation with universities and other research organiza-
tions. Together, Unicharm and its partnars take on a variety of efforts n
the development of high-parformance, high-value-added products to
continually provide customers with higher levels of satisfaction.

1t is these prociucts in particular-—products created through joint RED
efforts—that wil be introduced here. .

Proven Link between Bacteria and Heat Rash
Leads to New Pants-Type Disposable Diapers
for Infants

In the surmmer, about 60% of bables in Japan develop a heat rash.
Bables and parems alike sutfer the burden of having to deal with the
symptoms (tchiness and discomiort), as well as the remedies (frequent
showers, clothes and diapser changes and apphication of medicated
creams). ) '

Consenuently, Unlcharm together with Tokushima Unbersity's
School of Medicina conducted research at the Company's Lifastyke

. Science Research Lab to Investigate the mechanisms of one such skin

rash, miliarta rubta, or “heat resh” as i's more commonly known, that
is developed by bables in the summer. Research resuits proved that
tha volume of a bactarium called Staphyiococcus eplderrmidis, the pr-
mary cause of heat rash, quickly increases on the surface of the skin
and is caused by a certain component contained in excessive sweat.
Lising these findings, Unicharm took abm at relleving parents and

bables of the burden caused by summer heat rash, The resull was the
development of the new Moonyman Ase Sukkin sweat-absorbing
pants-type disposable diapers for infants, Unicharm's naw product
makes use of ils own Ase Swioru Koukin Sheet that effectively absorbs
any amount of sweat around a baby's bottom to keep the baby's skin
dry. The shees also provides an antibacterial function to keep skin clean
and, in effact, fghtening the burden of summer sweat care.

Since the product launch, we have received positive responses from
users, 80% of whomn gave Moonyman Ase Sukkin either a “Very good”
or & “Good” rating. Other satisfied customers commerted, “The dia-
pers really work, my baby's skin stays dry* and “My baby tends 1o
gweat quite a lot, but when | use thess dlapers, my baby's bottomn
stays silky smooth and dry.” Subseguently, In Apri 2067, the Company
relaased improved Moonyman Ase Sukkir diapers that more quickly
absorb sweat and wainess.

Research into the Fit and Feel of Pants-Type
Disposable Diapers for Adults Leads to -
Development of an Underwear-Like Incontinence
Cars Product

Incontinenca is one of many commeon physiological phenomena that

. ogeur with age, affecting both men and women. In fact, one out of avery

two wormen over the age of 60 experience some form of incontinence,
with approximataly 2.5 milion women in Japan who repart experencing
incontinence problemns at least three times a week. Meanwhile, approxi-
mately 0.5 millon men over 50 have reported having at least one weekly
incontiners experience that required them to change thelr trousers,

Yet, even with so many people reporling weekly episodes of incont-
nenca, none of tha products on the market was suitable in mesting the
needs of these otherwise healthy older people.

Based on this abservation, Unichanh initiated the development of a
new typa of inconiinence care product to maeet this need precisely.
Research into the it and feel of adult pants-type diapers when wom
was underiaken Jointly with Kobe University at Unlcharm's Lifestyle
Science Research Lab.

As a result of this research, we were able 10 enhance the fit and feal
of the pants-type diapér. establishing a level of comiort simiar to real
underwear, This fit was created not just for tha purpose of improved it
around the waist and legs or for gbsorbency, but rather with enbance-
ments to the it around the rear catted the *triangle zone.”

The frult born of thesa R&D efforts was the Liree Absorbent Sim
Wear™, a product for healthy elderly peopls who need incontinence
protection, Applying our own newly developed Super-Slim Sireich

Unicharm Corporation
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Souzal, a nonwoven stretch fabrc, is what helped us realze the true
underwear-like fit and fsel. Furthermore, not only was it important to get
the fit right, tut it was just as important 1o get the look night, both out of
the package and when wom. The new Lifrae Absorbent Siim Wear™
pants-type disposable diapers for adults look and fee! ke underwear 5o
that they are completely unnoticeable under clothes, without the bulki-
ness of typical diaper products. .
With this product, the mumber of healthly aging baby boomers who
wil be able to confidently handle incontinence Issues while stil freely
enjoying a new stags in ife is expected to increase. .

Pollen Exposure Experiments Lead to New,
More Secure Mask of Defense against Pollen

One type of hay faver can be defined as an allergic disorder that presents

itself through symptoms such as sneezing and runny or clogged siusses
due o constant exposwre 1o higher-than-normnal lavels of poflen taken In

and accumutiated by the body. One in five people In Japan sufier from hay

fever, and as a result, the disorder has been labeled a national affiction,
Correspondingly, the use of masks, which block out polien, has been
named as one of the most common defanses against hay fever,

There ave a varety of masks avalable, such as the gauze-type mask, the
three-dimensionak-type mask and the pleated-type mask, which have al
been evakated solely based on the pollen permeabdity of the fabric used
to make the mask Yet, regardiess of the fabiic used, when actually wom,

gaps betwesn the mask and the user's face often afiow pollen to get
thraugh. In ocder to evahuate the fit of a mask on a user's face, it would be
necessary to conduct trials in which people actually tried on the masks.

Liricharm did Just this. In colaboration with Kansal Medical University,
the Company and the unhversity together created controlied pollen envi-
roriment test rooms in which they asked volunteers to enter wearing ont
of a variaty of masks, Voknteers were chosen from areas of Japan wheva
cedar pollen was abundart. They were also required to be healthy individ-
uals withou! hay fever.

As a result of the test compansons, the Company discovered that
masks made of the same nonwoven fabric as the Unicharm
Superdimensional Mask and which also had a fixed, three-dimensional
structure around the nose provided the best coverage with the least
amourtt of gapping. In addition, these masks let in the least amourd of -
poltan during the simutaled pollen tests.

These findings eventualy led 1o the development and sale of the
Unicharm Superdimansional Mask Super Polien Blocker with a wider it
and the Nose Fit sheet that can be freely molded to any nase size,

Product Development to Help Pets Live Long,

~ Healthy Lives

16

The R&D aciivities of the Company's pet care business are undertaken
by Unicharm subsidlary, Unicharm PetCare Corporation. Unicharm
PetCare conducts basic research and product development activities in
fine with its corporate phosophy of "Providing B clean and healthy ervi-
ronment for the wel-being and comiort of pets.”

Pet food product R&D aims 1o provide pets with long, healthy ves
arx] involves efforts to achleve a proper nutritional balance In order to
maet the individusl characteristics of each pet. Key chamacteristics are a
pet's age, body type and physical condion, As a result of such RaD
efforts, Unicharmm PetCare has developed several great products.
Canned Ginno-Spoon is a wet food for cats that has been infused with
real fish fiavors and boasts an outstanding taste that cats love. Aken
Genki Fukkura Dry Is 2 new type of dry dog food that is soit vet crunchy
and has added flavors. Ginno-Sara Today's Treat Is a pet snack made

with fresh domestic poultry and which has been made more flavorfd
thanks to and the addition of taste-enhancing amino aclds.

In the pe! 1olistry category, RAD involves efforts to meet pet hygiens
neads and the need for hygienic indoor erndrenments whem people and
pets ive together,

As a result of these efforis, we have developed two new products
based on our cat tollet system Deo-Todet, The first ks Grean Tea
Deodorizing Sand that Won't Scatter, which was launched as a reffl

" product for the Deo-Tollet system, it comes in combustible paper pack-

aging and contains green taa extracts. The second is Deodonizing
Antibacterial Sand that Won't Scatter, which, as a resuft of its combined
sfica and zeolle components, becomes a highly effective deodorant.

* We also daveloped Niof ippatsu Deodorizing spray that contalna
unique odor-eiminating pariicles to help remove pet odors from Iving
environmerts, H uses a natural deodorant that Is strong and effactive in
keeping pets and Iving spaces smaling iresh.
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Internal Control

Promoting Sound Corporate Management to Realize a Soclally Responsible Company and the

Continuous Enhancement of Corporate Value

The Unichamm Group strives to pursue correct corporate management
principles, which bring together corporale growth, wel-being among
assoclaies and the fuffilment of Its social responsibilities. Guided by
thosa established ideals, management and operating divisions work in
unison to create new value and promoto a corporate management struc-
twra that consistently aims to create No. 1 vakse for customars, share-
holders, business partners, associates, sociaty and all stakehokders alke.
Additionally, as stakeholders ook to corporate governance and GSR with
ever-more disceming eyes, the Group increasingly endeavors 1o ensure
sound corporate management consistantly guided by its corporate
ideals. With a strong awareness of the importance of constantly increas-
ing corporate vakse and hulfilEng its corporate responsibiBties, Unicharm's

management and operating divisions work together through the condhuct *

of buginess to achleve these goals. Directors and corpormats auditors,
affke, endeavor to further strengthen the Company’s executive officer
siructure, whils striving 1o enrich overall corporate governance.

In concreta terms, Unicharm migintains a management structur that
comprises directors and corporate auditors. Within this frmmework, in
June 1898, we introduced an executive officer system, and we ara
andaavoring {o bolster the decision-makdng and supervisory functions of
the Board of Directors, a9 well as the adminisirative function of executiva
officers. Aiming to increase the mobility and flexibllity of management,
Unicham has streamiined s Bioard of Directors and reduced directors'
terms to one year. Furthermors, in an effort to enhance management’s
focus on the front #ne and accelerate strategy implementation, both rec-
ognitzad as Group strengths, Unicharm conducts Business Plan Advisory
Mestings every six months, and these mestings are attended by all direc-
tors, corporata auditors end executive officers In order 1o deteming bust-
ness plans for sach operaling division. In connection with each business
plan, the Business Execution Board meets on a monthly basis. Chaied
by the president and CEQ, the Board strives to ensurs the appropriate
and prompt resolution of Important issues tebled by the Board
Chailrman, based on the status of business plan execution,

Unicharm mainteins a speciic compliance structure to ensure that al
divectors and empioyees adhere 1o s compomate philosophy and corpo-
rate ethics, along with domestic and overseas laws and regulations. In
the natural evolution and development of the Group, we have estab-
lished, and we continue 1o anhance, a set of principles called 1he

"Unicharm Way." In specific terms, the Unicharm Way encompasses the

Group's ideals (formutated In 1074), its Five Great Pilars (established in
1971 and revised in 1998} and lis Bellefs and Pledges (announced in
1899). Working to ensure strict adherence and practice, Uinichanm ut-
fzes a varlety of channels, Including the Unicharm Way booldet that all
employees are required to camy, the prasident and GEO's weeldy mes-
sage, "The President’s Room,” addressed to all employess, i-Navi,
which is an intranet Website, and tha in-house publication, H/RORA, as
Groupwide promotional tools, The president and CEO also chairs the
Corporate Ethics Commities Meetings that were estabfished to raspond
to vital issues refating to risk management, compliance and corporeta

sthics, Endeavoring to address (he needs of employees, the Corporate
Ethics Office of the CSR Department established the Rirvin Holline as 2
point of contact for employses sesking consuliation, helping 1o switly
Identity risks and promote dally efforts to implament countermeasures.
Unicharm's CSR Committee, chaired by the presldent and CEO, meets
once every quarter and is composed of the Quality Assurance
Commiitea, the Emvironmental Committee and the CSR Promotion
Committae. Collactively these committees share information and initia-
tives designed to address important CSR-related issues and help
Unicharm fulfil its social responsiblities through cross-sectional
Groupwide promotional activitlies,

Unichamn endeavors fo further enhance the transparency of its corpo-
rate conduct and has adopted a corporale auditor system that compris-
es four corporate auditors, two of whom are appointed (rorn outside the
Group. The activities of corporate auditors are determined and guided by
policles and plans formulated by the Board of Auditors. Corporate audi-
tors also participate as standing members of mejor meetings that involve
management dadision-making and take part In corporate govemanca. In
regard 1o intemat audits, while working to increase the number of
employees engaged in the internal audit function, we are endeavoring to
vertfy the efficiency of intarna! controf systems within operating divisions
and recommend revisions tangeting reform. To complement the afore-
mentioned corporate auditor and Internal audil systems, Unicharm has
added accounting audits as a third audit function. Within the frrmewark
of this thrae-tiered system, corporate auditors and the accounting audi-
tor meet periodically and on an as needed basis 10 shars the results of
their respective audit plans and ensure maximum efficacy and sfficiency.
Unicharm's accounting audl is conducted by cerlified accountants
Takao Goto end Yoshiald Kitarmura of the Deloitta Touche Fohmatsu
auditing fm.

@ tntemnal Control Structure
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CSR

CSR Promation and Activities

Unicharm promotes the fulfliment of its corporate ideal to create a bet-
ter life for humankind, and in its determination 10 act as a soclaly
responsible corporation it takes its employees’ ideas into considera-
tion. The embediment of these ideals defines Unichann's basic
approach to CSA promotion.

In fisca) 2007, the Company undertook CSR activitles developed for
overseas Group companles under the CSR theme, “Group & Global.”
In May of same year, Unicharm clarifled its stance on human rights,
labor and environmental issues by announcing ts participation in the
Uinted Nations' Global Compact. This was folowed by tha establish-

ment of a CSR Office in China and redoubled efforts 1o assura the pro-

vision of safa, refable products and the appropriata handiing of infor-
mation in and among its local subsidiaries. Along with this, the
Company resourceiuly ralsed awareness of the importance of main-
taining close contact with soclaty at large by holding s fifth anaual in-

. house CSR Report Colloquiurn. In addition, it shared video recordings

18

of stakeholder mestings held in Japan with local employees as an

® Groupwide CSR Promotion and Support Structure

example of efforts to engage in dialogue with consumers and other
stakehoklers. .

Unicharm makes sure the Company remains aware of CSR procure-
ment benchmarks being set by Industry-leading companies, Based on
the high standards sat by its peers, Unicharm aims to undertake Eke-
minded CSR measures and intemally defiberates the implementation of
such action.

In fiscal. 2007, the Company strived to expand its range of CSR
acihities by focusing on disaster rellef efforts, Through cooperation
with a new disaster ald group, Unicharm provided support to Jakarta in
the wake of recent earthquakes and a long harsh rainy season.

Looking ahead to fiscal 2008, Unicharm has chosen the word *inter-
action® a5 representation of its commitment 1o further globalize its cone
business scopa, whila seeking greater communication with its stake-
holders. In response to emvironmental and soclal lssues, we will contin-
use to promote CSR activities that meet stakeholder expectations, and
we will work to grow as an Increasingly trusted corporation.

the progress of Groupwida CSR artivities.
¥

Unicharm's CSA Committee, chalred by the president and CEOC, meats fowr times a year to faciitate

» Maintsin quality .

JErwirorimental Promotion COTmiiEe,

¢ Promoine cafsty Rumaance measwres -Prwndum-wmuu-ﬁm'
» improvea quality control + Promotas weste recycing

dewvelopment
+ Handirs snvionmental risk s

» Ensures appropriate procuct content lbeng + Promotes savironmentatly conscloey product

+ Collacts and distriunes reguistory nformation

HET CSR Promatish'Commited Ak

* Prometes sthicx and compliencs SWarsness
* Ensuras righ control snd lnormmtion sacudly
» Improves working snvironmants

Ethics and Compliance

Unichamn has undertaken activities to promote corporate ethies, alming
{o enable employees throughout the Group to fulfil their dutles based
on Unichamn's corporate philosophy and ethics. To achieve thorough
employoe adherance, Unicharm created corporata behavior guidelines
and is implementing thorough ethics and compkance training.
Corporata ethics and compliance tralning courses include both
group training sessions and e-leaming. Training course content com-
prises sexual and power harassment issues with, so far, two sessions
heid specifically for division managers. During these sessions, man-
agers wera again made aware of the importance of maintaining reguiar
comrnunication with their division's employees. They were also trained
In how to respond to employees® requests for advice in relation to
harassment issues and were prasented with exampies of outside
harassment cases for consideration and discussion. Training for new
employees includes CSR and corporate ethics courses and lectures
with group discussions where employees are provided with the oppor-

Unicharm Ceorporation

tunity to leam about appropriate corporate conduct and workplace
behavicr.

E-leaming in the fiscal year under review was made avalable to a
Group empioyees and carded out three times throughout the year.
Courses coverad a variety of issues related to workplace behavior, inchud-
ing sexual harassment, pewer harassment, personal information manage-
muﬁandamounthgprmsas.Asqmﬂofﬂmaeﬁuns.requeﬂs
from employess for continued implamentation of these training courses
are growing, as shown by comments such as, "[ feel more eware of com-
plance issues thanks to exampies presented during the training course.”

Furthermore, in order 10 educate employees about laws related to
the Company's operations, wa've provided easy-to-understand expla-
nations of relevant ordinances through comics and true/false quizzes
that are accassible via Unicharm's intranet. The materials not only give
axplanations of the laws, but also presert examples of why and how .
they ere implemented. '



Quality Assurance System and Philosophy

Unleharm has adopted a comprehensive quality management system switched trom its traditional paper-based data management system
{OMS) based on ISO 0001 standards 1o cover processas from market- t0 & new electronic system capable of giving the entire Group easy
ing through delivery, and it has established a Groupwide quality assur- access to records of customer complaints and govemment-issued
ance system. . reports. This system, which was developed under the Quality Visual
Under this system, customer complaints, opinions, and other feed- Improvement Standard {Q-VIS), allows for more efficiant information
back are dealt with through tha Plan-Do-Choeck-Act (PDCA) cycla, sharing and medlum- to long-term information analysis. In essenca, *
which corrects, revises and implements preventative measures 10 information cataoged through the system becomes shared knowledge
address these Issues. between factory personnel, Quality Control Offica, the Customer
I fine with Pharmaceutical Law revisions in 2005, Unicharm has Consuttation Offica, the Quality Assurance Offica and all other divislons.

@ Product Quality Correction and Upgrade Flow Chart
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Environmental Activities

The Company works hard to promoie environmenta! activities and In line with its action plan, Unicharm undertakes environmental acthvi-
positions these activities as a priority CSR issue. The Company has ties through a working group established to address vital themes such
also established an Environmental Committee under tha CSR as product environment, energy conservation measures, and wasle
Committee that promotes environmental activties. retycling, white maximizing communication.

@ Environmental Management Systemn

Executive Office: CSR Divislon,
Environmental Promotion Offlca
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Board of Directors, Corporate Auditors and Executive Officers

Board of Directors and Corporate Auditors as of September 1, 2007

Kelichiro Takshara Takahisa Takahara

Prasident and Chiaf Executive Officer

Director Director Director

Takaaki Okabe Kennosuka Nakano Shinji Morl

internal Corporate Auditors

Shigeki Manyyama

Tsuyoshi Miyauchi

Corporate Auditor

Masahiko Hirata* # Extemal corporate eudiors who fullll the raquiremnants as
provigad for in Article 2, lem 16 of the Corporedion Law

Haruhiko Takenaka*

Concaming Audits of Kabushiki-KCalsha,

Executive Officers asof Septembar 1, 2007

President and Executive Officer Masakatsu Takal
Chief Executive Otficer Deputy Executive Officer  Takamitsu lgaue
Tekehisa Takahara Executive Officer Shinya Takahashl
Senlor Executive Officers Executive Officer Katsuhlko Sakaguchi
Takaaki Okabe Executive Officer Yoshthiro Miyabayashi
Kennosuke Nakano Executive Officer Shigeo Morlyama
Shinf Morl Executive Officer Norio Nomura

Ef} Ishikawa Executive Officer Yukihiro Kimura
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Director
Eiii Ishikawa

Deputy Executive Officer
Deputy Executive Officer
Deputy Executive Officer
Executive Officer

Deputy Executive Officer
Deputy Executive Officer
Deputy Exscutive Officer

Executive Officer

dlrector
Masakatsu Takal

Kazuhira lkawa
Hidetoshi Yamamoto
Hironor Nomura
Algushi lwata

Kenjl Takaku
Masealkl Takahashi
Itsumi Matsuoka
Yasushl Akita



Six-Year Summary

Uricharm Corporation and Subskiancs
MHEons of yan, except per share amouns
2002 2003 2004 2005 2006 2007
FOR THE FISCAL PERIOD:
Net sales ¥208,707 ¥223,160 ¥240,110 ¥246,051 ¥270,380 ¥301,880
. Cost of sales 113,546 123,883 132,074 137,341 153,264 173,239
Net incoma 8,852 12,879 16,240 16,382 15,288 15,059
As parcentage of sales 4.3% 5.8% 6.8% 6.7% 5.7% 5.0%
Net income per share (yen) ¥ 126.78
New accounting standard 125.20 185.28 ' 240.26 244.25 229.34 232.31
Cash dividends per shara
applicable to the year (yen) 20.00 24.00 28.00 30,00 32.00 44.0
AT FISCAL PERIOD-END:
Total assets ¥187,080 ¥1B7.988 ¥208,002 ¥215385 ¥250,355 ¥268,763
Property, plant and equipment 71,412 71,090 77,306 72,799 77111 86,725
L ong-term debt—
less current maturities 2,953 1,710 1,657 345 677 1,739
Total equity 109,306 113,157 123,709 137,697 151,183 177,049
Equity ratio 58.4% 60.2% 59.2% 63.9% 60.4% 65.9%
RATIOS: _
Operating income ratio 8.2% 11.6% 12.8% 11.1% 10.6% 8.9%
Return on sales 4.3% 5.8% 6.8% 6.7% 57% 5.0%
Gross profit margin 45.1% 44.5% 45.0% '44.2% 43.3% 42.6%
SGA ratio 35.9% 32.9% 32.2% 33.1% 32.8% 32.7%
Retumn on equity (ROE} 8.3% 11.6% 13.7% 12.5% 10.6% 9.6%
Return on total assats (ROA) 4.9% 6.8% 7.8% 7.6% 6.1% 5.6%
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Management’s Discussion and Analysis

' SCOPE OF CONSOLIDATION

“The Unicharm Group comprises the Unicharin Corporation, 26
subsidiaries and onc affiliated company, which mainly engage in
business activities related to the manufacture and sale of baby and
child care products, feminine care products, and pet care products.

OPERATING RESULTS

Sales :
In fiscal 2007, ended March 31, 2007, Unicharm's consolidated net
sales increased by ¥31.5 billion or 11.7% compared to ¥270.4 billion
in'the previous fiscal year to a record-high ¥301.9 billion. On a
. regional basis, sales in Japan rose by ¥5.2 billion, or 2.6% year on
year to ¥206.9 billion, comprising 68.5% of net sales. Domestically,
Unicharm strived to increase profitability by reinvigorating the
market with the launch of new highes-added-value and demand-
generating products in both the lifestyle and pet care product divisions.
As a result, Company sales in growth areas, specifically the health
eare and pet care busincsscs,_r.xp'and:d ‘steadily, Despite a decrease
in income in' the baby and child care business owing to the impact
of Japan's declining birthrate and aging society, revenue in the
feminine care business increased on the back of a contribution from
the sales of newly acquired Center-In brand feminine care producrs,
Sales in Asia (excluding Japan) soared 31.1% over the previous
fiscal year to ¥56.6 billion, marking a 2.8 percentage point increase
in the net sales composition ratio 1o 18.8%. In Asian entry markets,
market share expanded in the feminine care business, as well as the
baby and child eare business. In other regions, particularly Europe,
sales of aduly incontinence products and pants-type disposable
diapers for infants grew. In the Middle East sales of pants-rype
disposable diapers for infants made steady progress. As a resul,
sales by all overseas subsidiaries expanded ¥26.3 billion year on
year, to ¥95.0 billion, representing 31.5% of consolidated net sales.

Geographic Segment Sales Millons of yen

' 2006 2007
Japan ¥201,661 ¥206,801
Asia (excluding Japan) 43,202 56,645
Others o 25,527 38,344
Total g ¥270,380. ¥301,880

Cost of Szles and Selling,
General and Administrative Expenses
Mirm{ing‘ the increase in net safes in the fiscal year under review,
the cost of sales rose ¥20.0 billion, from ¥153.3 billion in the previous
fiscal year to ¥173.2 billion, while the cost of sales ratio increased
0.7 of a percentage point, from 56.7% to 57.4%. Gross profit
increased 9.8% to ¥128.6 billion. Selling general and administrative
CXpPEnses rase 11.4% year on year, to ¥98.7 billion, reflecting efforts
to strengthen the Company’s domestic competitiveness with ¥31.7
billion in sales promotiof\ costs and ¥17.3 billion in shipping and
_storage expenses. As a result, the ratio of selling, general and
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administrative expenses to net sales slightly dropped by 0.1 of a
percentage point, to 32.7%.

Research and Development Costs
Research and development costs increased ¥0.3 billion, from ¥4.0
billion to ¥4.3 billion.

income and Expenses

Income in the fiscal year under review was impacted by the high
raw material prices, increases in brand cultivation marketing and
advertising costs and increased sales promotion costs aimed at
boosting Company competitiveness. Despite these challenges,
Unicharm took steps to reduce costs and increasé income through
efforts to expand sales, centered on growth businesses,

Owing to these efforts, operating income rose 4.9% year on year,
from ¥28.5 billion to ¥29.9 billion. In contrast, the ratio of operating
income to net sales slipped 0.7 of 2 percentage point from 10.6%
10 9.9%.

Other income significandy declined compared to the previous
fiscal year, falling from ¥0.04 billion into the red at ¥0.9 billion in
operating expenses. [nterest and dividend income amounted to
¥0.9 hillion, an increase from ¥0.5 billion. Foreign exchange gain
decreascd from ¥0.5 billion to ¥0.3 billion. Impairment loss was nat
recognized in the year under review, compared with a ¥0.3 biltion
loss in the previous fscal year.

As a result, income before income taxes and minerity interests
increased 1.8% to ¥29.1 billion. Current income taxes declined by
¥0.9 billion, from ¥11.0 billion 1o ¥10.1 billion, while deferred
income taxes increased from ¥0.5 billion to ¥1.9 billion. Ner
income decreased 1.5% year on year to ¥15.1 billion, with ner
income per share amounting to ¥232.31, up ¥2.97 per share,

FINANCIAL POSITION AND LIQUIDITY

Assets, Liability and Equity
Total asscts as of March 31, 2007 stood at ¥268.8 billion, a ¥18.4
billion or 7.4% increase compared to the previous fiscal year,

. Under current assets, cash and cash equivalents decreased ¥2.2

Net Sales

Bicre: of yen|

R TS

FF AT AL

LT ey L SURUNRI 77 BRI ;- S 2
LT Ty o NN . S <, WO . I
i
e
m - i & TRVPRYTE |15 TOTPRE - PSR 1, NN

R

2003 2004 2005 2008 2007

2232 2401 248 2704 3@




billion to ¥65.4 billion. Marketable securities amounted 1o ¥13.1
billion, a ¥3.7 billion or 2.9% increase compared to the previous
fiscal year. In notes and accounts receivable, the balance of trade
receivables grew by ¥4.8 billion to ¥38.0 billion. Inventories
increased in line with a rise in merchandise, finished products and
raw materials, expanding ¥4.21 billion, from ¥16.2 billion to ¥20.4
biflien. Other current assets increased ¥0.4 billion, year on year, to
¥3.1 billion. :

Net property, piant and equipment rose by ¥9.6 billien ro ¥86.7
billion. Machinery and equipment increased by ¥16.8 billien 1o
¥137.4 billion due to the extension of facilities for overseas business
expansion and for new products in core domestic operations.
Construction in progress rose from ¥3.4 billion to ¥4.3 billion.
Investments in other assets increased from ¥38.3 billion in the
previous fiscal year to ¥39.5 billion. Investment securitics and
goodwill remained on par with the previous fiscal year at ¥29.5
billion and ¥2.7 billion, respectively.

Current habilities rose from ¥72.6 billion in the. previous fiscal
year by ¥2.7 billion or 3.8% to ¥75.4 billion. Short-term bank loans
dropped ¥1.8 billion to ¥6.9 billion. Trade notes and accounts
payable grew ¥6.4 billien to ¥56.0 billien.

Total long-term liabilities as of the fiscal year-end stood at ¥16.3
billion, an increase of ¥4.1 billion. Major components of this were a
¥0.4 billion increase in liability for retirement benefits to ¥7.5 billion
and ¥4.7 biflion in deferred tax Habilities caused by ¥1.6 hillion in
prepaid pension costs,

Within equity, retained earnings climbed ¥12.4 billion or 9.7% year
on year o ¥140.5 billion. Foreign currency translation adjustments
amounted to ¥2.5 billion. As a result, total equity improved ¥25.9
billion or 17.1% o ¥177.0 billion, while the equity ratio increased
$.5% compared to previous fiscal year ro 65.9%.

Capital Expenditures and Depreciation

Capital expenditures amounted to ¥21.3 billion in fiscal 2007, a
¥7.7 billion increase from ¥13.6 in the previous fiscal year. Major
components of this were expansion of overseas facilities, new product

* facilities for core domestic businesses, and facility renovation in

line with product enhancements. Depreciation and amortization

amounted to ¥13.2 billion, a ¥0.1 billion increase, year on year,
from ¥13.1 billion.

Cash Flow

Ner cash provided by operating activitics decreased ¥8.5 billion
compared with the previous fiscal year to ¥28.4 billion. Income
before income taxes and minority interests were ¥29.1 billion, an
increase ¥0.5 billion compared with the previous fiscal year.
Adjustments included a ¥2.4 billion rise in trade receivables to ¥4.9
biltion, and a ¥1.0 billion increase in inventories to ¥4.0 billion.

Net cash used in investing activities was largely unchanged
from the previous fiscal year and amounted to ¥20.3 billion.
Primary components of this in the fiscal year under review were
¥99,4 billion in proceeds from the sales of marketable sccurities,
¥95.7 billion in purchases of marketable securities, ¥21.3 billien in
capital expenditures, and ¥3.0 billian in payment for purchase of
investment securities.

Net cash used in financing acrivities increased year on year by
¥4.6 billion, from ¥6.2 billion to ¥10.8 billion. Principal factors
were a decrease in shori-term bank loans to ¥2.5 billion, down
from an increase in shorr-term bank loans of ¥1.7 billion in fiscal
2006, ¥6.0 billion for the repurchase of the Company's stock, and
¥2.5 billion in dividends paid. As a result of the foregoing, cash
and cash equivalents at the end of the year totaled ¥65.4 billion, a
¥2.2 billion decrease from the total at the beginning of the year,

OUTLOOK FOR FISCAL 2008

Despite a positive outlook for robust consumer spending and
healthy domestic corporate performances in the coming fiscal year,
Unicharm's op&raring environment is expected to remain murky
due to concerns surrounding the high costs of raw materials. In
addition, with rapidly expanding markets in Asia, we anticipate
competition between global brands to beeome increasingly tough.
In anticipation of these conditions, Unicharm will remain
commitred to the basic aims of its 48-month, Sixth Medium-Term
Management SAPS Plan, which are to rejuvenate mature markets
and vigorously expand business in markers that exhibit growth
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potential by further developing its ability to consistently and
aceurately grasp customer needs, implement marketing initiatives
to create new markets and high brand value, and bolster product
development and technological capabilities. In addition, as
Unicharm looks to improve its earnings potential further, it will
work at drastically revising its cost structure by streamlining
expenses and reducing total supply chain costs,

In the baby and child care business, Unicharm will continue to
pursue premium product markets in Japan with the addition of
medium-sized Moonyman Sarmra Magic and Moony Sarara Magic
products, whosc extremely fast-absorbing functions fulfill the
delicate skin care needs of babies and contribute to the comfort
required by active babies. The Company will also offer summertime
sweat-absorbent Moonyman Ase Sukkiri products in line with
seasonal demands,

In the feminine care business, we will work to expand napkin and
panty liner sales domestically by significandy improving product
functions such as leak-prevention functioning, which is a key feature
of the newly released Cho-Haba-Hiroi Fit Absorbent napkins from
the Sofy Cho Jukusui Guard 360 addition Cho fukusui Guard series.
With panty liners, we will focus on enhancing the “stay-in-place”
performance of our Sofy Fuwagoekocki and Sofy Fuwagokocht
Carechin Deodorart panty liners, Turning to the completely revamped
Center-fn brand, we will continue to promots new value offerings
mainly centered on the Compact and Deodorant Compact lineups.

In the health care business, we plan to further strengthen Lifree
brand products based on our proprietary incontinence care concepts
by developing a more abundant lincup to meet the diverse needs of
consumers. We will likewise implement greater efforts in educating
the public about incontinence issucs in order to accelerate business
expansion beyond the pace of market growth. Addressing the
high-growth market of light incontinence products, where even
further growth is expected owing to Japan's increasing population
of healthy and active senior citizens, Unicharm will continue 1o
pursue new market generation around the launch of its first
absorbent underwear product, Lifree Siim Wear, for the light
incontinence concerns of healthy older people.

In the clean & fresh business, Unicharm will renew the product

packaging of Wave brand sheet cleaners, Wave Handy-Wiper and
AlleriCare Wave, and continue to encourage new cleaning customs,
while persuading consumers to realize the special features our
products offer and thereby cbtain new customers.

In the pet carc business, we see societal trends such as aging
populations and the tendency of people to marry later in life as
paving the way for an increase in pet ownership and the increasing
number of people who seck the companionship of pets. Furthermore,
we consider the growing population of retired baby-boomers as a
main factor in the acceleration of the per-ownership trend. Against
this backdrop, we will continue to develop markets and products
to meet the unique needs of pets and their owners by promoting
enhanced product lineups and sales of products for Japan's
demographic wave of indoor, petite, aging and overweight pets.

Turning to overscas business, the Company plans to focus on
outpacing market growth in mainstay East Asian markets, Specific
efforts will include further market penctration of premium feminine
care and haby care product brands Sofy and Mamny Poke. With
proactive sales activities targeting these brands, we hope o realize
growth in both sales and income. At the same time, we will take
steps to upgrade our production and supply structure in order w0
keep pace with rapidly expanding Asian markets. In the health
care industry, our aggressive efforts in Taiwan and Thailand
aimed at developing a market for Lifree brand adult, pants-type
disposable diapers will facilitate the cultivation these regions as a
third overseas business pillar. Furthermore, we will continue o
fulfill our full-scale entry into the Vietnamese market following
the establishment of a napkin production facility there w berer
provide local markets with Unicharm products.

In Middle Eastern and North African markets, the Company
will integrate the selling power of Unicharm Gulf Hygicnic

- Industries Ltd. with the product development and marketing
capabilities of Unicharm to begin full-scale development of feminine
care and baby and child care products mainly for Saudi Arabia in
the Middie East and North African regions, where growth is
highly anticipated. Following Asia, we will work to fortify our
business foundation in these regions with the aim of accelerating
the expansion of overseas business profits.
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BUSINESS RISKS

The business performance of Unicharm and the Unicharm Group
(the Company) are subject 1o a variety of potential risks, with
major considerations outlined below. This section contains various
forward-looking statements that represent the opinions of
Unicharm as of the {iscal year ended Mareh 31, 2007.

1. Market Competition
Unicharm anticipates both preduct and price competition to
become increasingly severe in Unicharm's core markets, both
overseas and domestically. Given the nature of consumer producrs,
Unicharm’s core products are constantly exposed to fierce price
competition and successive new product releases by competitors.
The selling environment is heavily impacted by Unicharm’s
marketing cflorts and activitics, as well as those of its comperitors.
Unicharm's business performance may be affected in light of
expectations for increasingly fierce market competition.

2. Changing Domestic Demographics

Due to Japan's declining birthrate and aging population, the
percentage of babies and menstruating women in Japan continues
to fall. As a result, Unicharm’s business performance may be
affected by a decline in domestic demand for Unicharm’s mainstay
baby care and feminine care products.

3. Overseas Operations

Unicharm currently undertakes product manufacturing in Thailand,
Indonesia, Taiwan, South Korea, China, the Netherlands, and
Saudi Arabia. The Company is therefore subject to a number of risks
inherent in overscas business development. These include changes
in raw material prices and demand due to fluctuating exchange
rates, as well as changes in the economic and regulatory environment
due w foreign governments. There is also the possibility of political
or social instability in overseas countries. Unicharm's business
performance may be affected by any or all of these factors.

4. Raw Material Price Fluctuation

As a manufacrurer, Unicharm is directly subject to fluctuating raw
material prices. Unicharm currently purchases raw materials from
several outside suppliers and procures pulp and certain other raw
materials from overseas sources. These transactions are generally
conducted on a dollar basis, Despite Unicharm'’s efforts to minimize
exchange rate flucruations through payment netting and exchange
hedging, there is a risk that Unicharm’s costs for raw materials
could significantly increase. These factors may consequently
impact Unicharm’s business performance.

5. Market Response to Product Reliability

As a manufacturer and purveyor of consumer products, Unicharm
considers issues related to product quality, safety, and the raw
materials used in its products to be of vital importance. Complaints
about product reliability and safety, especially, could be linked to a

sudden drop in sales and negatively impact Unicharm's business
results. Although, Unicharm has never been subject to large-sum
compensation or had 1o face significant issues regarding complaints,
it cannot guarantee the absence of such issues in the furure. I such an
issue were to arisz, Unicharm’s business performance may be affected.

8. Protection of Patents, Trademarks and Other
Inteliectuat Property Rights

Unicharm is subjeet to risk of significant foss caused by the
infringement of intellectual property rights held by the Company.
In contrast, there is also the possibility that Unicharm may
unknowingly infringe upon the intellectual property righis of a
third party. In the event that cither of these incidents should occur,
Unicharm's business performance may be affected,

7. Environmental issues

As a product manufacturer, Unicharm is expected to abide by cer-
tain enviranmental standards both in Japan and overseas. These
standards include the handling and disposal of air pollurion, CO;
emissions, ¢ffluent emissions and waste marter.

Although Unicharm believes there is no negative impact on its
pcrformancc or financial standing from current taws and regula-
tions, there is the possibility that future legal restrictions may affect
its business performance.

8. Buy-outs, Tle-ups and Other Farms of Business
Elimination and Consolidation

Unicharm aims to maximize corporate value through the effective
usc of continuously held mznagement resources. Based on this goal,
there is the possibility that under Unicharm’s corporate activiries, it
will engage in business acquisitions and capital subseriptions, rie-ups
with other companies, business elimination and consolidation, and
rationalization and spin offs. In the event that Unicharm decides
to implement any of the foregoing measures, the Company's future
business structure and business performance may be affected.

9. Information Leakage

Unicharm possesses a variery of information, including personal
information acquired through confidentiality agreements or in
accordance with the consent of customers and clients. Accordingly,

- Unicharm has established an information security policy 2nd

stipulated corparate behavioral guidelines and other rules to attain
a secure information environment, and strives for full compliance
by thoroughly disseminating such rules to directors and employees.
However, in the event of information teakage, Unicharm may lose
credibility and its business performance may be affected.

Unicharm Corporation
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Consolidated Balance Sheets
Unicharm Corparation and Subsldiaries  March 31, 2007, 2006 and 2006

Thousends of
U.S. dolars
MiBons of yen MNots 1)
ASSETS 2007 2006 2005 2007
CURRENT ASSETS:
Cash and cash equivalenis ¥ 65440 ¥ 676490 ¥ 56,359 $ 554,653
Marketable sacurities (Note 3} 13,112 12,744 1,804 111,119
Notes and accounts receivables:
Trade 38,012 33,160 29,076 322,136
Allowance for doubtfil accounts (71) 68) (127) {602)
Inventories (Note 4} 20,376 18177 12,073 172,678
Deferred tax assets (Note 12) 2,639 2,642 2,048 22,364
Other current assets 3,0mM 2,680 3,324 26,025
Total current assats 142,588 134,984 104,657 1,208,373
PROPERTY, PLANT AND EQUIPMENT:
Land (Notes 5 and €) 9,875 10,143 9,830 84,534
Buildings and structures (Note 6) 52,382 48,204 47,083 443915
Machinery and equipment 137,364 120,522 111,290 1,164,102
Fumniture and fixtures {(Note 6} 5,951 5,280 4,483 50,432
Construction in progross 4,333 3,425 511 36,720
Total 210,005 168,574 173,977 1,779,703
Accumulated depreciation (123,280) (111,463}  {101,178) (1,044,745)
Net property, plant and equipment 86,725 77.111 72,799 734,958
INVESTMENTS AND OTHER ASSETS:
Invastment securities (Note 3) 29,517 29,518 28,349 250,144
Investments in affllates 87 81 396 - 737
Goodwil 2,725 2,677 23,093
Software (Note 6) 1,177 1,322 1,845 8,975
Intangibles 126 266 492 1,068
Deferred tax assets (Note 12} 177
Deferred tax assats—land revaluation (Notes 5 and 12} 223 227 212 1,890
Other assets 5,768 4,739 7,402 48,6881
Allowance for doubtful accounts (173) (571) {964) {1,466)
Total investments and other assets 39,450 38,260 37,908 334,322
TOTAL ¥ 268,763 ¥ 250,355 ¥ 215365 $ 2,277,653

Sea notes to consalidated fnanclal statements.
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Thousands of
U.5. dollars
Millons of yen {Nota 1)
LIABILITIES AND EQUITY 2007 2008 2005 2007
CURRENT LIABILITIES:

" Short-term bank loans (Note 7) ¥ 6856 ¥ 8614 ¥ 5636 $ 58102
Curent portion of long-tarm debt (Nota 7) 128 63 1,267 1,068
Notes and accounts payable:

Trade 56,031 49,665 42,852 474,839
Others 519 759 793 4,398
Income taxes payable (Note 12) 3,048 6,723 ' 2,B47 25,831
Accrued expenses 8,101 6,105 5,250 68,653
Other current liabilities 690 716 1,000 5,847
Total current liabilities 75,31 72,645 59,745 638,737
LONG-TERM LIABILITIES:
Long-term debt {Note 7) 1,739 677 345 14,737
Liabflity for retirement bensfits (Note 8) 7,484 6,877 6,023 63,424
Guarantee deposits from customers 1,989 1,962 1,936 16,856
Deferred tax liabilities (Note 12) 4,742 2,476 40,186
Other long-term liabilities 389 231 472 3,297
Total long-term liabilities 16,343 12,223, 8,776 138,500
MINORITY INTERESTS 14,304 9,147
COMMITMENTS AND CONTINGENT LIABILITIES {Notes 14, 15 and 16}
EQUITY {Notes 0 and 18):
Common stock,
authorlzed, 275,926,364 shares in 2007 and 20086,
196,390,411 shares in 2005; issued, 68,981,591 shares
in 2007, 2006 and 2005 15,993 15,993 15,883 135,534
Capital surplus 18,591 18,591 18,691 157,551
Retalned eamings 140,547 128,107 114,411 1,191,076
Land ravaluation diffarence, net of tax (Note 5) (324) (330) (309) {2,746)
Unrealized gains on avallable-for sale securities,
net of taxes (Note 3) 6,960 6,289 3,934 58,983
Deferred gain on darivatives under hedge accounting 5 42
Forelgn currency translation adjustmenis 2,514 (362) - (2,799) 21,305
Treasury stock—at cost shares: 4,556,375 in 2007, ‘
3,611,190 in 2006, 2,509,451 In 2005 {23,120) (17,105) (12,124) (195,932}
Total 161,166 151,183 137,697 1,365,213
Minority interests 15,883 . 134,602
Total equity 177,049 151,183 137,697 1,500,415
Total ¥268,763 ¥250,355 ¥215,365 $2,277,653
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Consolidated Statements of income
Unicharm Corporation and Subsidiarkes  Years Endad March 31, 2007, 2006 and 2005

Thousands of
U.S. dotars
MBons of yen Note 1)
2007 2006 2005 2007
NET SALES . ¥301,880 ¥270,380 ¥246,051 . $2,958,305
COST OF SALES {Note 13) 173,239 153,264 137,341 1,468,127
Gross profit . 128,641 117,116 108,710 1,080,178
SELLING, GENERAL AND )
ADMINISTRATIVE EXPENSES (Notes 11, 13 and 18) 98,711 88,585 81,425 836,534
Operating Income 29,930 28,531 27,285 253,644
OTHER INCOME (EXPENSES):
Interest and dividend income 853 494 506 7,229
intarest expense (413) (305) (319) (3,500)
Foreign exchange gain 338 518 20 2,864
Loss on write-down of investment sacurities (8) (3) {68)
Gain on transfer of the substitutional portion of
the govemmental pension program (Note 8} ’ ] 3,885
Charge for transitional obligation for
employees’ retirement benefits (Note 8) . 951
Impairment loss (Note 6) (281} (2,248)
Sales discount {1,221) {1,021) (10,347)
Other—net (Note 19) (400) 634 233 (3,392)
Other income {expensesi—net {851) 36 1,312 (7.212)
INCOME BEFORE INCOME TAXES AND
MINORITY INTERESTS 29,079 28,567 28,507 246,432
INCOME TAXES (Note 12):
Current 10,062 11,014 7,985 85,271
Deferred 1,890 451 2,663 16,017
Total income taxes ' 11,952 11,465 10,648 101,288
MINORITY INTERESTS IN NET INCOME 2,068 1,814 1,567 17,525
NET INCOME : ¥ 15059 ¥ 15288 ¥ 16,382 $ 127,619
Yon U.5. doflars
2007 2006 2005 2007
PER SHARE OF COMMON STOCK (Notes 2. r. and 17}:
Net income ¥232.31 ¥ 22034 ¥ 24425 $1.97
Diluted nat income ’ 232.17 229.00 24269 1.97
Cash dividends applicable to the year 44.0 32.00 30.00 0.37

Sen notes to consolidated financial stataments.
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Consolidated Statements of Changes in Equity
Unicharm Corporation and Subsidiares  Years Ended March 31, 2007, 2006 and 2005

Th i MEION of yen
Outstandng Unakzed  Dedtrrad
Number of Qanen  Ganon Forsign
S of Aabily Dedwbms  Lad  Cumency
Common Gommony Capkad Retsed  brBals  undobieche Pewkotin Tonsaon  Teewry Mirxty Told
Block otk Supks Esmingt  Secrities Amountng  Difeance Aduwtmerts  Stock Toul Inlrasta Eoy
BALANCE, APRIL 1, 2004 66474897 Y1583 VIBS501 ¥101832 V408 ¥ V(2053 V{2,854} ¥({12,509) V123709 ¥ ¥123,709
Nat Incoma 16,282 16,382 18,382
Cash dividends, ¥29.00 per shara {1,928 (1,828) {1.828)
Bonusas to direciors and
corporate sudiors {131) ) 131}
Land revaiation iflerncs,
et of tax (Nots 5 {1,744) 1,74
Net decrasss in uivealtzed gain on
avalable-lor-ale sacurities [179) (179) s
Net decrazss in loreign cursency ’
transkation adiustments (145) 11485) 48
Treasury stock acquirod—net £2.857) {15 15 {i5
BALANCE, MARCH 31, 2005 08,472,140 15803 18591 114,411 3,834 B0 R7e9) (12124 137.597 137,697
Net income 15,288 15,288 15,288
Cash dividands, ¥31.00 per shere 2043 2,043) 2.043)
Bonuses 1o drectors and
comorate audiors (109 {i09) (108
increzse in retained eamings due to
fiscal year-and change for subsicaries
. N 2.8} 538 539 539
Lend revakuation cflerence, .
nat of tax [Note 5) . 21 41}
Net increasa in unrealized gain on
avalabla-tor-saln securiies 2,355 2,358 2,355
Ned Increass in foreign currency .
transtation adjusimants 2.437 2437 2,437
Treasury stock acquined—net 11,401,739 [4.901) {4,881} {4,981
BALANCE, MARCH 31, 2008 65,370,401 15683 18501 128,107 6,288 30 @82 (17,109 151,183 151,183
Reclassified batance as March 31, 2008
MNote 23 14,304 14,304
Net Incoma 15,059 15,058 15,059
Cash dividends, ¥38.00 per share [2.463) RAB3) (2.483)
Boruses o discton ang
corporats suditors {1501 (1500 (V50
Land revalation difference,
net of tax {Note 5 [} 8
Net increzse in urreaked galn on
avaiabls-for-cala securties &n 671 671
Nat increase In loreign currency
transistion adustments 2,876 2876 2876
Treasury stock acquied, net {Note 8] (45,185 B.015} 6.015) 8.015)
Net changs In the yesr & 5 1,570 1,584
BALANCE, MARCH 31, 2007 64,425,216 ¥15,903 V18,591 ¥140.547 . ¥G S50 ¥5 ¥ {324 ¥ 2,514 V22120] 161,166 WIBBB)  WITT,OMB
Thousands of LS. cokars (Natw 1)
BALANCE, MARGH 31, 2008 $135,534 §157,651 $1.0856562 $53207 § $12,707 § (3.066) $(144,957) $1,281.212 § $1,281212
Reciassified batance as March 31, 2006
[Nots 2.4 121220 11220
Net incoma 127,818 127,618 1276818
Cash dividents, $0.32 pex share {20873 {20,873} (20,873)
Bonuses to dinctors and
corporate suditors (1,273} 1.271) (1.273)
Lend revaluation diffarence,
nat of tax (Note 5} - [E}}] 51
Net bereasa bn unrealzed gain on
avaable-for-sale securtiies, net of 1ax 5,686 5,686 5,586
Net increass In loreign cumency
trarysiation acjustments. 24373 24,373 24,373
Treasury stock acquired, nel (Note B) (50,875) {50,675} 50,879)
Net change In the year 42 42 13,382 13,424
BALANCE, MARCH 31, 2007 $42  $(2,746) $21,305 ${105932) $1,365,813 $134,802 §1,500,415

Sea notes 10 consolidated finandal statermnents.

$135,534 $157,551 51,191,076 $58,963
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‘Consolidated Statements.of Cash Flows
Unicharm Corporation and Subsidiaries  Years Ended March 31, 2007, 2006 and 2005

Thousands of
U.S. dotars
Miions of yen Nota 1)
2007 2006 2005 2007
OPERATING ACTIVITIES:
Incorme before income taxes and minority interests ¥ 29,079 ¥ 28,567 ¥ 28,587 $ 246,432
Adjustmeants for: :
Incoma taxes—pald (13,709} (7,182} (14,567} {116,178)
Depreclation and amortization 13,185 13,063 12,330 111,737
Galn on transfar of the substitutional portion of
the governmental pension program (3,886)
Net periodic retirerment benefit costs : 381 853 862 3,229
Loss on writs-down of investment securities 8 3 68
Loss on disposals and sales of property, plant )
and equipment . 792 935 1,657 6,712
Increase in trade recelvables (4,851) (2,389) (60} {41,110)
{Increase) decrease In inventories ' {3,957) {1,821) 348 {33,534)
increase (decrsase) in trade payables . 2,577 3,442 {2,134) 21,839
Increass (decreass) in other current liabilities 5,092 2,772 {1,045) 43,153
Impairmeant ioss 281 2,248 .
Other—nst (239) (1,625) (3,643} {2,026)
Total adjustments {721} 8,322 (7,990} (6,110}
Net cash provided by operating activitiss 28,358 36,889 20,607 240,322
INVESTING ACTIVITIES:
Proceeds from sales and redemption of marketable securities 99,428 40,280 4103 842,610
Proceeds from sale of property, plant and equipmeant 568 418 4,647 4,814
Purchases of marketable securities (95,689} {47 .559) (1.571) (810,924)
Capital expenditures {21,307} {13,609) (13,737) {180,568}
Payment for purchase of investrent securities {3,013) {3,858} (3,011) {25,534)
Payment for acquisition of a subsidiary (575) 4.214) {4,873)
Proceeds from sales and redemption of investment securities 136 4,654 1,016 1,153
Repayment from cancelation of insurance contracts
as investments ' 2,830
Decraase in other assets 123 688 116 1,042
Net cash used in investing activities {20,329) (20,251) (8,437 (172,280)
FORWARD ¥ B,029 ¥ 15,638 ¥12170 $ 68,042

30 | Unicharm Corporation



Thotrsands of

U.5. dollzre
MiBona of yan MNota 1)
2007 2006 2005 2007
FORWARD ¥ 8,028 ¥ 16,638 ¥ 12,170 $ 68,042
FINANCING ACTIVITIES: |
Increase (decrease} in short-termn bank loans (2,500) 1,689 1,032 {21,186)
Proceeds from long-term debt 1477 35 25 9,975
Repayments of long-term debt (65) (1,258) (254) (551)
Cash dividends paid {2,461) (2,049) (1,928). {20,857)
Investment from minority interests 965 1,256
Additionel acquisition of the subsidiaries’ stock
from minorlty interest (132)
Repurchase of the Company's stock (6,015) {4,981} {15) {50,975)
Cash dividends paid to minority interests (932) {488) (324) (7,898)
Net cash used Iin financing activities (10,796) {6.219) (208) (91,492)
FOREIGN CURRENCY TRANSLATION ADJUSTMENTS
ON CASH AND CASH EQUIVALENTS 5687 499 (37 4,808
NET {DECREASE) INCREASE IN CASH AND
CASH EQUIVALENTS {2,200} 10,918 11,925 (18,644)
CASH AND CASH EQUIVALENTS, DUE TO FISCAL
YEAR-END CHANGE FOR SUBSIDIARIES (Note 2. a) 372 .
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR 67,649 56,359 44,434 573,207

CASH AND CASH EQUIVALENTS, END OF YEAR ¥65449 ¥67.649 ¥ 56,359 $ 554,653

ADDITIONAL INFORMATION:
Payment for acquisition of Unicharm Guif

Hygienic Industries Ltd., net of cash ecquired (Note 2. g) ¥ 4214
Assets acquired 7,275
Goodwil : 2,711
Liabilities assumed (3.873
Minority interests (1,667)
Cash paid for the capltal 4,448
Cash and cash equivalents in this subsidiary (232)
Cash and cash eguivalents, duse to fiscal year-end

change for subsidiaries ¥ 4,214

Ses notes to consolidated financial statements.
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Notes to Consolidated Financial Statements
Unicharrn Comornation and Subsidiades  Years Ended March 31, 2007, 2006 and 2005

1. BASIS OF PRESENTING CONSOLIDATED FINANCIAL STATEMENTS

The accompanying consolidated financial statements have been prepared
in accordance with the provisions sct forth in the Japanese Securities and
Exchange Law and its refated accounting regulations and in conformity
with acoounting principles gencrally aceepted in Japan, which are different
in certain respects as to application and disclosure requirements of
International Financial Reporting Standards.

On Decenber 27, 2005, the Accounting Standards Board of Japan
{ASB]) published a new sccounting standard for the statement of changes
in equity, which is effective for fiscal year ending on or after May |, 2006,

The consolidated statement of sharcholders’ equity, which was
previously voluntarily prepared in line with the international accounting
practices, is now required under generally accepted sccounting principles
in [apan and has been renamed “the consolidated staternent of changes in
equity” in the current fiscal year.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

a. Censolidation
The consotidated financial srtements include the accounts of the Company
and all 26 {24 in 2006 and 2005) subsidiaries (together, the “"Group™}.

Under the control or influence concept, these companics in which
the Company, directly or indirectly, is able to exercise control over
operations are fully consolidated, and those companies aver which the
Group has the ability to exercise significant influence are accounted for
by the equity method,

During the year ended March 31, 2006, one affiliated company
accounted for by the equity method in prior periods beeamc a subsidiary
since the Company acquired additional equity. In addition, the Company
acquired one subsidiary (Unicharm Gulf Hygienic Industries Ltd ).

During the fiscal year ended March 31, 2007, the Company established
UNI-CHARM (VIETNAM]) Co., Ltd. and included it in the scope of
consolidation. In additon, since the Company's consolidated subsidiary,
Unicharm Products Co., Lid., acquired Mew Products Co., Ltd., Mew
Products Co., Lid. was induded in Unicharm's scope of consolidation.

Investment in onc affliate {one in 2006 and rwo in 2005) is accounted
for by the equity method.

United Charm Co., Ltd., Uni-Charm (Thailand) Co., Ltd. and
another two of the Company's foreign subsidiarics have changed their
fiscal year end from December 31 to March 31, which was effective for
the year ended March 31, 2006. The Company accounted for the financial
results of the three-month period from January | to March 31, 2005 of
these subsidiaries as an adjustment to retained earning as of April 1, 2005,
which amounted to ¥539 million, and accounted for cash flows as cash
and cash equivalents, which amounted to ¥372 millian in 2006.

The accounting scttiement of consolidated subsidigries and equity-
method affiliates is the same as the datc of the consolidated accounting
settlement, excluding nine overscas subsidiaries and one demestic
subsidiary (en in 2006 2nd nine in 2005) that close accounts on December
31, In the consolidated financial statemenus, therefore, the Company
uses the financial statements as of March 31, 2007 and makes necessary
adjustment for important transactions that occurred during the time
difference from the date of the consalidated accounting secclement,

The excess of the cost of the Company's investments in subsidiaries
and affiliates accounted for by the equity method over its equity in the
net assets at the respective dates of acquisition, goodwill, is amortized
using the straight-line method over a period of less than 20 years in 2007
and 2006, and 5 years in 2005, which is the estimated available life.

The Company has adopted a revised method for acquisitions during
or after the fiscal year 2006, in which goodwill is amortized over the
cffective investment period, caleulated on an individual basis, using the

Unicharm Corporation

In preparing these consolidated financial statements, certain reclas-
sifications and rearrangements have been made to the consolidated
financial statements issued domestically in order 10 present them in 2
form that is maore familiar 1o readers cutside Japan. In additon, cernin
reclassifications have been made in the 2005 and 2005 consolidated
financial statements 10 conform to the clasifications used in 2007.

The consolidated Financial sttemnents are stated in Japanese yen, the
currency of the country in which Unicharm Corporation (the “Company”™)
is incorporatcd and operates. The translations of Japaness yzn amounts
into U5, dollar amounts are included solely for the convenience of readers
outside Japan end have been made at the rate of ¥118 to §1, the approxi-
mate rate of exchange at March 31, 2007. Such translations should not be
construed as representation that the Japanese yen amounts could be
converted into U.S. dolars at that or any other rate.

straight-line method up to a maximum of 20 years. In order to expand
business in the strategic areas of Asia and the Middle East, the Company
acquired a $1% interest in Guif Hygienic Industrics Ltd. in Saudi Arabia
in December 2005, As a result of this acquisition and possible furure
busincss cxpansion through additional mergers and acquisitions, the
Company believes it is necessary for the effective investment life to be
more than 20 years. )

All significant intercompany balances and transactions have been
eliminated in consolidation. All material unrealized profit included in
assers resulting from transactions within the Group is climinated.

k. Cash Equivalents
Cash equivalents are short-term inveszments that are readily convertible
into cash and that arc cxposed to insignificant risk of changes in value,

"Cash equivalents include time deposits, esntificate of deposits, commercial

paper and bond funds, all of which marure or become due within three
months of the date of acquisition. .

c. Inventories

Inventories are stated at cost substantially derermined by the average
method.

d. Allowance for Doubtful Accounts

The allowance for doubtf) accounts is stared in amounts considered to
be appropriate based on the companies past credit loss experience and an
evatuation of potential losses in the receivables cutstanding.

e. Marketable and Investment Securities
Marketable and investment securities are classified and accounted for,
depending on management’s intent, as follows: (1) held-to-marurity debt
securities, which are expected to be held to maturity with the positive
intent and ability to hold to maturity, are reported at amortized cost, and
(2) available-for-sale securitics, which are not classificd as the aforemen-
tioned securitics, are reported at fair value, with unrealized gains and
losses, net of applicable taxes, reported in a separate component of equity,
Non-marketable available-for-sale securities are stated at cost
determined by the moving-average method.
For other than temporary declines in fair value, investment securitics
are reduced to net realizable value by a charge o income.

t. Property, Plant and Equipment

Property, plant and equipment are stated at cost. Depreciation of
property, plant and equipment of the Company and its domestic
subsidiaries is computed substantially by the dechining-balance method
at rates based on the estimated useful lives of the asscts, while the
straight-tine method is applied to buildings acquired after April 1, 1998
and the property, plant and cquipment of foreign subsidiaries. The range



of useful lives is principally from 2 to 60 years for buildings and
structures, from 2 to 20 years for machinery and equipment and from 2
to 20 years for furniturc and fixturcs,

g. Long-fived Assets

The Group reviews its long-lived assets for impairment whenever events
or changes in circumstance indicate the carrying amount of an asset or assct
group may not be recoverable. An impairment loss would be recognized
if*the carrying amount of an assct or asset group exceeds the sum of the

undiscounted future cash flows expected o result from the continued use .

and eventual disposition of the asset or assct group. The impairment loss
would be measured as the amount by which the carrying amount of the
asset exceeds its recoverable amount, which is the higher of the discounted
cash flows from the continued use and eventual disposition of the asset or
the nex selling price at disposition.

h. Retirement and Pension Plans

The Company and certain consolidated subsidiaries have contributory
funded defined benefit pension plans and unfunded retirement benefit
plans for employees. Other consolidated subsidiaries have unfunded
retirement benefit plans.

Effective April 1, 2000, the Company and its domestic subsidiaries
adopted a new accounting standard for employees’ retirement benefits
and aceounted for the lability for retirement benefis based on the
projected benefit obligations and plan assets at the balance sheet date.

The transitional obligation of ¥6,458 million, determined as of April
1, 2000, is being amortized over five years and the annual amortization is
presented as other expenses in the consolidared statements of income.

The Company also provided for retirement benefits to directors and
corporate auditors determined based on its internal rules that are calcu-
lated as the estimated amount to be paid if all directors and corporate
auditors retired at each balance sheet date.

i. Presentation of Equity :

On December 9, 2005, the ASBJ published a new accounting standard
for presentation of equity. Under this aecounting standard, certain items
which were previously presented as liabilities are now presented as
components of equity. Such items include stock acquisition right, minority
interests, and any deferred gain or loss on derivatives accounted for
under hedge accounting. This standard is effective for fiscal years ending
on or after May 1,2006. The consolidated balance sheet as of March
31,2007 is presented in line with this new accounting standard.

|. Research and Development Costs
Research and development costs are charged to income as incurred.

k. Leases )
All lcascs are aceounted for as operating leases. Under Japanese account-
ing standards for lcases, finance leases that deem to transfer ownership of
the leased property o the lessee are to be eapitalized, while other finance
leases arc permitted to be accounted for as operating lease transactions if
certain “as if capitalized™ informarion is disclosed in the notes o the
lessee’s financial statements.

I. Bonuses to Directors and Corporale Auditors
Prior to the fiseal year ended March 31, 2003, bonuses 1o directors and
corporate auditors were accounted for zs a reduction of retained earnings
in the fiscal year following approval at the general shareholders meeting,
The ASB] issucd ASB} Practical lssues Task Force (PITF) No. 13,
“ Accounting treatment for bonuses to directors and corporate auditors”,
which encouraged companics to record bonuses to directors and corporate
auditors on the accrual basis with a related charge to income, bue sdll
permitted the direct reduction of such bonuscs from retzined earnings
after approval of the appropriation of retained carnings.

The ASBJ replaced the above accounting pronouncement by issuing
a new aceounting standard for bonuscs to directors and corporate auditors

on November 29, 2005. Under the new accounting standard, bonuses to
directors and corporate auditors must be expensed and are no longer
allowed 1o be directly charged to retained earnings. This accounting
standard is effective for fiseal years ending on or after May 1, 2006, The
companies must accrue bonuses to directors and corporate auditors at the
year end to which such bonuses are awtributable.

The company sdopted the new aceounting standard for bonuses w0
directors and corporate auditors in the year ended March 31, 2007. The
eficet of this accounting standard was to decreass income before intome
toxes and minority interests for the year ended March 31, 2007 by ¥192
million (§1,627 thousand).

m. Income Taxes

The provision for income taxes ts computed based on the pretx income
included in the consolidated statcments of income. The asset and liability
approach is used 1o recognize deferred tax asscts and liabilides for the
expected future tax conscquences of temporary differences berween the
carrying amounts and the tax bases of assets and liabilities, Deferred taxes
are measured by applying currently enacted tax laws ro the temporary
differences.

n. Appropriations of Retained Earnings

Appropriations of retained carnings at year end are reflected in the con-
solidated financial statements for the following year upon shareholders’
approval.

o. Foreign Currency Transactions

All short-term and long-term monetary receivables and payables denom-
inated in foreign currencies are tronslated inte Japanese yen at the
exchange rates at the balance sheet date. The foreign exchange gains and
lnsses from transtation are recognized in the consolidated income statement
1o the extent that they are not hedged by forward exchange contracts.

p. Foreign Currency Financial Statements

The balance sheet accounts of the consolidated foreign subsidiaries are

translated into Japanese yen at the current exchange rate as of the balance

sheet.date except for equity, which is translated at the historieal rate.
Differences arising from such translation were shown as "Foreign

eurrency transtation adjustments” in a Sseparate component of equity.
Revenuc and expense accounts of consolidated foreign subsidiaries

are translated into yen at the average exchange rate.

q. Derivatives and Hedging Activities

The Group uses derivative financial instruméents to manage its exposure
to fluctuations in foreign exchange. Foreign exchange forward contracts
and currency options are utilized by the Group to reduce foreign currency
exchange risks, The Group does not enter into derivatives for trading or
speculative purposcs.

Derivative financial instruments and foreign currency transacrions
are classified and accounted for as follows: {a) afl derivatives are recognized
as cither assets or labilities and measured at fair value, and gains or losses
on derivative transactions are recognized in the consolidared income
staternent and {b) for derivatives used for hedging purposes, if derivatives
qualify for hedge accounting because of high correlation and effectiveness
between the hedging instruments and the hedged items, gains or losses
on derivatives arc deferred until maturity of the hedged transactions.

The foreign currency forward contracts and currency options arc
utilized to hedge foreign currency exposures in procurement of raw
materials from import purchases. Trade payables denominaied in forcign
currencies are translated at the contracted rates if the forward contracrs
qualify for hedge accounting. Forward contracts applied for forecasted
transactions are measured at fair value, but the unrcalized gainsflosses
are deferred until the underlying transactions 2re completed.

r. Por Share Infermation
Basic nct income per share is computed by dividing net income available
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to common sharcholders by the weighted-average number of common
shares outstanding for the period, retroactively adjusted for stock splits.

The weighted-average number of common sharcs used in the com-
putation was 64,821,907 shares for 2007, 65,775,016 shares for 2006 and
66,473,685 shares for 2005.

Diluted net income per share reflects the potendal dilution that could
occur if securities were exercised or converted into common stock
{(including subsidiaries’ common stack). Diluted net income per share of
common stock assumes full conversion of the outstanding conversible
notes and bonds at the beginning of the year {or at the fime of issuance)
with an applicable adjusement for related interest expense, net of tax, and
full exereise of outstanding warrants.

Cash dividends per share presented in the accompanying consoli-
dated statéments of income are dividends applicable to the respective
years indﬁding dividends o be paid after the end of the year.

8. Naw Accounting Pronouncements
Measurement of Inventories—Under generally accepted accounting
principles in Japan (*Japanese GAAP"), inventories are currently
measured cither by the cost method, or ar the lower of cost or market.
On July 5, 2006, the ASB] issved ASBJ Statement No. 9, “Accounting
Standard for Measurement of Inventories™, which is effective for fiscal
years beginning on or after April 1, 2008 with early adoprion permitted.
This standard requires that inventories held for sale in the ordinary
course of business be measured at the lower of cost or net selling value,
which is defined as the selling prioe less additional estimated manuficruring
costs and estimated direat selling expenses, The replacernent cost may be
used in place of the nex selling value, if appropriate. The standard also
requires that inventories held for trading purposes be mezsured ot che
market price, .
Lease Accounting—COn March 30, 2007, the ASB] issued ASBJ Statement
No.13, “Accounting Standard for Lease Transactions™, which revised the
existing accounting standard for lease transactions issued on June 17, 1993,
Under the existing aceounting standard, finance leases that deem
to transfer ownership of the leased property to the lessee are to be
capitalized, however, ather finance leases are permitted (o be accounted

3. MARKETABLE AND INVESTMENT SECURITIES

for as operating lease transactions if ecreain “as if eapitalized” information
is disclosed in the note to the lessee’s financial smtements.

The revised accounting standard requires chat all finance lease
transactions should be capitalized. The revised aceounting standard for
lcase transactions is effective for fiseal ycars beginning on or after April 1,
2008 with carly adoption permitted for fiscal years beginning on or after
Aprit 1, 2007. i
Unification of Accounting Palicies Applied to Foreign Subsidiaries for the
Conplidated Financial Statements—Under Japanese GAAP, 2 company
currently can usc the financial statements of forcign subsidiaries which
are prepared in accordance with generally accepted accounting principles
in their respective jurisdictions for its consolidation process unless they
are clearly unreasonable. On May 17, 2006, the ASB] issued ASB]
Practical !ssucs Task Force (PITF) No. 18, “Practical Solution on
Unification of Accounting Policics Applied to Foreign Subsidiaries for
the Consolidated Financial Statements™. The new task force prescribes:
1) the accounting policies and procedures applicd to a parent company
and its subsidiasies for similar transactions and events undcr similar
circumstances should in principle be unified for the preparation of the
consolidated financial statements, 2} financial starements prepared by
foreign subsidiaries in accordance with either International Financial
Reporting Standards or the generally accepted accounting principles in
the United States tentatively may be used for the consolidation process, 3)
however, the following items should be adjusted in the conselidation
process 5o that net income is accounted for in accordance with Japanese
GAAP unless they are not material;

(1Y Amordzaton of goodwill .

(2) Acruarial gains and losses of defined benefit plans recognized outside
profit or loss

(3} Capitalization of intangible assets arising from development phases

{#4) Fair value measurement of investment properties, and the revaluation
model for property, plant and equipment, and intangible assets

) R;:?rc-l;pccrivc application when accounting policies are changed

{6) Accounting for net income attributable to a minerity interest

The new task foree is effective for fiscal years beginning on or after
April 1, 2008 with carly adoptien permited.

Marketzble and investnent securities at March 31, 2007, 2006 and 2005 consisted of the following:

Thousands of
Millions of yen U.5. doflara
2007 2005 2005 2007
Gurrent:
Government and cerporate bonds v 10 ¥ 343
Trust fund investments and other ¥13,112 12,734 1,561 $111,119
Total ¥13,112 ¥i2,744 ¥ 1,904 $111,119
Non-cument. :
Marketable equity securilles ¥18,309 ¥14,238 ¥ 9,802 $155,161
Government and corporate bonds 2,000 2,000 15,090 16,949
Trust fund investments and other 9,208 13,283 3,457 78,034
Total ¥29,517 ¥20,519 ¥28,349 $250,144

The carrying amounts and aggregate fair valucs of marketable and investment sceurities at March 31, 2007, 2006 and 2005 are as follows:

MiBons of yen
Uneakzed Unrealred Far
March 31, 2007 Cosl Galns Lpssas Vatue
Securitles classified Bs:
Avalable-for-sale:
Equity securities ¥ 5485 ¥12,832 ¥ B ¥18,309
Dabt sacurities and other 13,225 ’ 2 1,063 12,164
Held-to-maturity 2,000 83 1,912
Total ¥20,710 ¥12,834 ¥1,159 ¥32,285
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MiBions of yen
Unfeelzad Unmealizad Far
March 31, 2008 Cast Qains Lossas Valus
Securitles classified as:
Avallable-for-sale:
Equity securities ¥ 2477 ¥11,760 ¥ 1 ¥14,238
Debt securities and other 14,662 ’ 1 1,133 13,530
Held-to-maturity 10 10
Total ¥17,1489 ¥11,761 ¥1,134 ¥27,776
Milions of yan
Unrealized Unreatzed Fak
March 31, 2005 Cost Gans Lossas Valua
Securitios classified as:
Avaiable-for-sale:
Equity securitles ¥ 2479 Y 7327 ¥ 4 ¥ 9,802
Debt securities 15,537 15 684 14,868
Held-to-maturity 10 10
Total ¥ 18,026 ¥ 7342 Y 688 ¥24,680
Thousands of .S, doltars
Unreatzad Unrealizec Falr
March 31, 2007 Cost Gains Losses Valug
Securities classified as:
Avallable-for-sale:
Equity securities $ 48,483 $108,746 $ 68 $155,161
Debt sacurities and other 112,076 17 9,008 103,085
Held-to-maturity 16,849 746 16,203
Total $175,508 $108,763 $9.822 $274,445

Available-for—sale securities and held-to-maturity securities whose fair value is not readily determinable as of March 31, 2007, 2006 and 2005 were

as follows:
Carrying Amount

' Thotsands of

Milions of yen U.5. doltars

2007 2008 2005 2007
Avallable-for-sale:

Equlty securitles ¥ 274 ¥ 379 ¥ M $ 2,322

Debt securities and other 3,084 3,108 3,168 26,136

Held-to-maturity 6,798 11,000 2,126 57,610
Total ¥10,156 ¥14,487 ¥5973 $86,068°

Proceeds from sales of available-for-sale securities for the years ended
March 31, 2007, 2006 and 2005 were ¥6,150 million (852,119 thousand),
¥20,370 million and ¥9,643 million, respectively. Gross realized gains on
these sales, computed according to the moving-average cost , ‘was ¥89
million (§754 thousand) for the year ended March 31, 2007. Gross realized
gains on and losses on these sales, computed according to the moving-

average cost, were ¥880 million and ¥10 million, respectively, for cthe year
ended March 31, 2006, and ¥24 million and ¥12 million, respectively, for
the year ended March 31, 2005 respectively.

The carrying values of debt securities by contractual maturities for
securities classified as available-for-sale and held-to-marurity at March

31,2007, are ss follows:

MElons of ven Thousands of U.S, dolars
Avalable- Held-to- Avallable- - Haid-to-
{or-Sake Maturity foc-Sale Maturity
_ Due in one yesr or less ¥ 6,314 ¥%6,788 $ 53,508 $57,610
Due after one year through five years 1,808 16,170
Due after five years through ten years
Due after ten years 3,942 2,000 33,407 . 16,949
Total ¥12,164 ¥6,708 $103,085 $74,559

The carrying amounts of securities pledged as a deposit for a real estate business were ¥10 milkion for the year ended March 31, 2005,
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4. INVENTORIES
Inventories at March 31, 2007, 2006 and 2085 consisted of the following:

Thousands of
Millons of yon U.8. doltars
2007 2006 2005 2007
Merchandise and finished products ¥11,515 - ¥ 0,188 ¥ 7.870 $ 97,585
Work in process . 323 328 226 2,737
Raw materials 7,457 8,038 3,335 63,195
Supplies 1,081 625 542 9,161
Total ¥20,376 ¥16177 ¥12,073 $172,678

5. LAND REVALUATION

Under the “Law of Land Revaluation,” promulgated on March 31, 1998
and revised on March 31, 1999 and 2001, the Company elected a one-time
revaluation of its own-use land o a value based on real estate appraisal
information as of March 31, 2001,

‘The resulting "land revaluation difference™ represents unrealized
appreciation of land and is stated, et of income taxes, as a component of
equity. There is ne cffect on the consolidated stacement of income.
Continuous readjustment is not permitted unless the land value

6. LONG-LIVED ASSETS

The Group reviewed its long-lived assets for impairment as of the year
ended March 31, 2005 and, as a result, recognized an impairment loss of
¥2,248 million as other expenses for certain leisure facilities and cerain
idle facilities in Kagawa Prefecturs due to continuous operating losses at
those facilities and the carrying amount of the relevant land, buildings
and others were written down to the recoverable amount. The recoversble
amounts of the land, buildings and others were measured at their value
in use, and the discount rate used for computation of present value of
future cash flows was 4.3%; and the recoverable amounts of the idle facilities

7. SHORT-TERM BANK LOANS AND LONG-TERM DEBT

Short-term bank leans at March 31, 2007, 2006 and 2005, consisted of .

notes to banks and bank overdrafts. Short-term loans were made under
general security agreements with banks. The annual interest rates
applicable to the short-term bank loans ranged from 4.1% to 6.6%, 2.3%

subsequently declines significantly such that the amount of the decline
in value should be removed from the land revaluation diminish account
and retated deferred tax assets. '

In the case when land is sold or the Company rocognizes an impairment
loss, the land revaluation difference account will be reversed.

As at March 31, 2007, the carrying amount of the land after the above
one-time revaluation exceeded the markert value by ¥44) million.

were measured a1 their net selling price determined by quoration from a
third—party vendor.

‘The Group reviewed its long-lived assets for impairment as of the
year ended March 31, 2006 and, as a sesult, recognized an impairment
lost of ¥281 million as other expenses for certain software which was
written down 1o the recoverable amount. The recoverable amount of the
software was measurcd at its value in use, and the discount rate used for
computation of present value of future cash flows was 4.3%.

to 3.0% and 2.0% to 3.0% at March 31, 2007, 2006 and 2005, respectively.
Long-term debr at March 31, 2007, 2006 and 2005 consisted of the
following:

Thousands of
MEions: of yBn U.S. doBars
2007 2006 2005 2007
Unsecured 2.35% bonds, dus July 2005 ¥ 1,000
Loans from banks and municipal corporations, due serially
1o 2012 with interest rates ranging from 2.0% to 6.9% in 2067,
from 2.0% Yo 6.8% in 2006 and 2.0% 1o 2.3% In 2005 ¥1,865 ¥740 812 $15,805
Total 1,865 740 1.612 . 15,805
Less current portion {126) {83) {1,267) {1,068)
Long-term deby, less current portion ¥1,739 Y677 ¥ 345 $14,737
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Annual manerities of fong-term debt as of March 31, 2007 for the next five years were as follows:

Thousands of
Year Ending March 81 Mions of yen U.5. dotiars
2008 ¥ 126 3 1,068
2009 262 2,220
2010 a25 2,754
2011 388 3,288
2012 and thereafter 764 8.475
Total ¥1,865 $15,805

As is customary in Japan, the Company maintains substantial deposic
balanees with banks with which it has borrowings. Such deposit balanees
are not legally or contractually restricred as to withdrawal.

General agreements with respective banks provide, as is customary
in Japan, that additional collateral must be provided under certain
circumstances if requested by such banks and that certain banks have

8. RETIREMENT AND PENSION PLANS

The Company and domestic subsidiaries have ssverance payment plans
for employces, directors and corporate auditors.

Under most circumstances, employecs terminating their employment
are entided to retirement benefits determined based on dhe rate of pay
at the time of termination, years of scrvice and certain other factors.
Such retirement benefis are made in the form of a lump-sum severance
payment from the Company or from certain subsidiaries and annuiry
payments from a trustee. Employees are entitled to larger paymends if the
termination is involuntary, by retirement at the mandatory retirement
age, by death, or by voluntary retirement at certain specific ages prior to

the right to offset cash deposited with them against any long-term or
short-term debt or obligation that becomes due and, in cate of default
and cermin other specified events, against all other debt payable w the
banks. The Company has never been requested to provide any additional
collateral for lnans.

the mandatory retirement age. The liability for retirement benefits at
March 31, 2007, 2006 and 2005 includes retirement benefits for directors
and corporate zuditors of ¥1,198 million (§10,153 thousand), ¥1,136
million and ¥1,178 million, respeetively. The retirement benefits for the
Company's dircctors and corporate auditors are paid subject to the
approval of the shareholders in accordance with the Japanese
Commercial Code {the "Code™),

The liability for employees’ retirement benefits at March 31, 2007,
2006 and 2005 consisted of the following:

Amortization method of projected benefit obligation

X housands of
Milions of yen US. doters
2007 2006 2005 2007
Projected benefit ohligation ¥ 20,824 ¥ 19,287 ¥ 17,854 $ 176,475
Fair value of plan assets (17,414) {15,242} {11,140) (147,576)
Unrecognized actuarial loss (642) {670} {B46) (5,481)
Unrecognized prior service cost (334) {488} (3,334 (2,831)
Prepakd pension cost 3,852 2,854 2,111 32,644
Net liabliity ¥ 6,286 ¥ 5741 ¥ 4,845 $ 632N
The components of net periodic benefit costs for the years ended March 31, 2007, 2006 and 2005 are as follows:
Thousands of
M3ons of yen U.5. doltars
2007 2006 2005 2007
Servica cost ¥1,458 ¥1,439 ¥ 882 $12,356
Interest cost . 388 358 393 3,271
Expected ratumn on plan assets (457) {334} (443) (3,873)
Amortization of transitional obligation 1,181
Recognized actuarial loss 240 151 3.579 2,034
Amerikzatlon of prior service cost 403 159 {1,681) 3,415
Net pariodic banefit costs ¥2,030 ¥2,083 ¥ 4,021 §17,202
Assumptions used for the years ended March 31, 2007, 2006 and 2005 are sex forth g5 follows:
2007 2008 2005
Discount rate 2.0% . 2.0% 2.0%
Expected rata of return on plan aseats 3.0% T30% 4.0%
Recognition period of actuarlal gainloss 10 years 10 years 10 years
+ Amortization period of transitional cbligation 5 years
Amortization perod of prior serviee cost 5 years ' 5 years 5 years

The stralght-line methed  Tha stralght-line method  The straight-fine method
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The Company and certain domestc subsidiaries have two types of
pension plans for employces: a non-contributory and a contributory
funded defined benefit pension plan. The contributory funded defined
benefit pension plan, established under the Japanese Welfare Pension
Insurance Law, covers a substitutiona! portion of the governmental
pension program managed by the Company on behalf of the government
and a corporate portion established at the discretion of the Company. In
accordance with the Defined Benefit Pension Plan Law epacted in April
2002, the Company applied for an exemption from obligation to pay
bencfits for fumre employee services related to the substitutional portion
that would result in the transfer of the pension ebligations and rclated
assets to the government upon approval. The Company obtained
approval for exemption from the future obligation by the Ministry of

8. EQUITY

On and after May 1, 2006, Japancse companies are subject to a new
corporatc law of Japan {the “Corporate Law"), which refermed and
replaced the Commercial Code of Japan (the “Code™) with various
revisions that arc, for the most part, applicable to events or transactions
which occur on or after May 1, 2006 and for the fiscal years ending on or
after May 1, 2006. The significant changes in the Corporate Law that
affect financial and accounting matters are summarized below:

a. Dividends

Under the Corporate Law, companies can pay dividends at any time
during the fiscal year in addition te the year-end dividend upon resolution
at the sharcholders meeting. For companies that meet certain criteria such
as; (1) having the Board of Directors, (2) having independent audizors, (3)
having the Board of Corporate Auditors, and (£} the term of serviee of
the directors is prescribed 2s one year ratber than two years of normal
term by its articles of incorporation, the Board of Directors may declare
dividends {except for dividends in kind) at any ime during the fiscal year
if the company has prescribed o in it articles of incorporation.

The Corporate Law permits companies to distribute dividends-
in-kind {non-cash asscts) to sharchaolders subject to a certain limization
and additional requirements.

Semiannual interim dividends may also be paid onee a year upon
resotution by the Board of Directors if the articles of incorporation of the
company so stipulate. The Corporate Law also provides certain limita-
tions on the amounts available for dividends or the purchase of treasury
stock. The limitation is defined as the amount available for distribution
to the shareholders, but the amount of net assets after dividends must be
maintained at no less than ¥3 mitlion.

Unicharmn Comporation

Health, Labour and Welfare on July 25, 2003. In 2005, the Company
applied for transfer of the substitutional portion of past pension obliga-
tions to the povernment and obtained approval by the Ministry of Health,
Labour and Welfare on August 1, 2004, The actual transfer of the pension
obligations and rclated assets to the government took place after the
government's approval.

Based upon the above approval in August 2004, the Company and
certain subsidiaries recognized a gain on transfer of the substirutional
portion of the governmental pension program in the amount of ¥3,286
million for the year ended March 31, 2005,

The Company thereafter transferred the substitutional portion of
the pension obligations and related assets to the government en
November 19, 2004.

'b. Increases/Decreases and Transter of Common Stock, Reserve

and Surplus

The Corporate Law requires that an amount equal to 10% of dividends
must be appropriated as a legal reserve (a component of retzined carnings)
or as addidonal paid-in capital (a component of capital surplus) depending
on the equity account charged upon the payment of such dividends unsl
the total aggregate amount of lcgal reserve and additional paid-in capital
equals 25% of the common stock. Under the Corporate Law, the tou!
amount of additional paid-in capital and lcgal reserve may be reversed
without limitation. The Corporate Law also provides thar common
stock, legal reserve, additional paid-in capital, sther capitl surplus and
retsined earnings can be transferred among the aceounts under cerain
conditions upon resotution of the sharcholders.

¢. Treasury Stock and Tl'eaéury Stock Acquisition Rights

The Corporate Law also provides for companies to purchase treasury
stock and dispose of such treasury stock by resolution of the Board of
Directors. The amount of treasury stock purchased cannot exceed the
amount available for distribudon to the sharcholders which is determined
by specific formula.

Under the Corparate Law, stock acquisition rights, which were
previously presented as a liability, arc now presented as a separate
component of equity.

The Corporate Law also provides that companies can purchase both
treasury stock acquisition rights and treasury stock. Such treasury stock
acquisition rights are presented as a separate component of equity or
deductzd direcdy from stock acquisition rights.



10. STOCK OPTIONS
The stock options outstanding as of March 31, 2007 are as follows:

Unicharm Gorporation
Moeting Persons Number of Dt of Conditions Vesting Exercisable
date granted options grantad pran for vesiing date perod
June 27, 2003 9 company's directors and Commuon stock October 1, 2003 * From From
{2003 Stock Option)  corporate auditors 533,600 shares - Oclaber 1,2003  July 2006
6 subskilaries' directors and to June 30, 2006 1o Junae 30, 2008
corporate auditors
1,068 company's employess -
737 subsidiaries’ employees
77 cthers™*
June 28, 2004 10 company's directors and Common stock October 1, 2004 * From From
{2004 Stock Option]  corporate auditors 892,100 shares - October 1, 2004  July 2007
2 subsidiarias’ directors and fo June 30, 2007 to June 30, 2008
corporate audiiorns
1,202 company’s employess
1,232 subsidiaries” smployees
86 others™
Unicharm PetCare Corporation
Meeting Parsons Number of Cats of Conditions Vesling Exercisabia
data granad options grarted grant for vesting dats period
June 24, 2002 3 directors and Common stock October 1, 2002 b From From
{2002 Stock Option} 169 employees 718,000 shares October 1, 2002 July 1, 2004
to June 30, 2004 1o June 30, 2008

* The markat price of the Company’s common stock at the tims of stock option exarcisa muest ba at least ¥8,200 (In the event that i bacoma necessary to adjust this
value, the adjustment shall be conducted In a untiorm and predetermined manner). i
~ A Stock option rights holders must, 21 the time of the stock option exercise, hold 8 position within Unichesm or its affiates as a drecior, corporate audior, employee of
advisor, However, Unicharm's Board of Directors may approve the exerclsa of stock options by directors or corporats suditors who have resigned dus 10 the expiration
of one's term or senployaes who have retied dus to reaching the compuisory retirement egs.s
>+ Others Include retired diectors and employees,
== A siock opllon holder must, ai the (ke of the stock option exercise, hokd a position within the Unicham PetCare Corporation, Its subsidiaries or effitates (hersinafter,
cotiectively the “Group™) as a director, corporate auditor, executive officer or employes, or have: (1) completed a term of offica as a director er corporate audltor,
(2) ratred 23 an exacutive officer or empioyes dus 1o Invaluntary reasons stipulated by ths nues of employment of indivicual Group companies; of (3) aftar retkement,
been spactfically approved 10 hold and exerciss the stock options by Unicharm PetCars's Board of Directors.

The stock option activity is as follows:

2003 Stock Option 2004 Stock Option 2002 Stock Option
(Shares)
For the year ended March 31, 2007
Non-vested
March 31,2006—Cutstanding 544,600 708,700
Granted
Canceled {11.000) (13,600}
Vested
March 31,2007—0utstanding 533,600 592,100
Vestad
March 31,2006—0utstanding 160,000
Vested
Exercised 122,000
Canceled
March 31,2007—Outstanding 36,000
Exercize price ¥5,731 ¥5,702 ¥300
348) (348} (52}
Average stock price at exerclse . ¥4,565
{338)

Fair valua price at grant date
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11. SELLING, GENERAL AND ADMINISTRATIVE EXPENSES

Selling, general and administrative expenses for the years ended March 31, 2007, 2006 and 2005 consisted of the following:

Thousands of

Mions of yan LS. dollars

2007 2006 205 2007

Sales promotion ¥31,735 Y27.588 Y24.310 $268,041
Advertising 10,116 2,002 10,210 85,729
Shipping and storage expenses 17,280 15,214 13,844 146,441
Employess’ salarles 10,877 9,778 B,783 82,178
Dapreciation 1,282 1,444 1,754 10,864
Cther 27,421 25,461 22,535 232,381
Total ¥98,711 ¥88,585 ¥81,425 5836,534

12. INCOME TAXES

The Company and its domestie subsidiaries are subject to Japanese
national and local income taxes, which, in the aggregate, resulted in a
normal effective statutory tax rate of approximarcly 40.7% for the years

income taxes of the countries in which they operate,
The tax cffects of significant temporary differences, which resulted
in deferred rax assets and liabilities at March 31, 2007, 2006 and 2005, are

ended March 31, 2007, 2006 and 2005. Foreign subsidiarics are subject o as follows:
Thousands of
MBons of yen 15, dokars
2007 2006 2005 2007

Deterrad tax assete—ocurrant;

Accrued bonuses ¥ 1,144 LARIT ¥ 1,100 $ 9,695

Accrued sales promotion 504 543 300 4,271

Unrealized galns 78 55 52 661

Other 838 830 B52 7,949

Less valuation allowance {21} {178)
Total . 2,643 2,642 2,104 22,398
Daferred tax assets—non-curment:

Investment securities 1,060 1,035 1,030 8,983

Penslon and severance costs 2,755 1,578 1,541 23,347

Less allowance for doubtful eccounts 66 137 306 558

Impalment loss 168 B850 832 1,424

Other 964 984 208 8,170

Less valation allowance {187) {71) {1,585)
Total 4,826 4,584 3,846 40,898
Daferred tax kabifties—current:

Accrued enterprise taxes 54

Othar 4 2 34
Tolal 56
Deferred tax fabiities—non-cument

Net unrealized gain on available-for-sate securitias 4,788 4,302 2,685 40,576

Undistrbuted earnings of subsidiares 2,315 1,486 844 19,619

Prepaid pension cost 1,579 13,381

Other 886 1,292 240 7,508
Total 9,568 7.060 3,769 81,084
Net deferred tex assets—cumrent ¥ 2,639 V 2,642 ¥ 2,048 $ 22,364
Nat defarred tax assets {fablities}—non-current ¥{4,742) ¥(2,476) Y 177 $(40,186)
Detemed tax assets—iand revahation ¥ 223 ¥ 227 ¥y 212 $ 1,890
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A reconciliation between the normal effective starutory mx rates and the acwal effective tx rates reflected in the accompanying consolidated sate-
ments of income for the year ended March 31, 2005 was a5 follows:

2005
Nomal eflective statutory tax rete 40.7%
Expenses not deductible for income tex purposes : 08
Lower income tax rates applicable to Income in cartaln foreign countries (3.5)
Tax benefits not racognized on operaling losses of subsidiaries 1.0
Daduction of incoma tax for resaarch and development costs (1.0}
Undistrbuted samings of subsidiaries 07
Other—net ‘ {1.3)
Actual effectiva tax rate 37.2%

For the years ended March 31, 2007 and 2006, a reconciliation is not required to be disclosed because the difference is less than 5% of the normal
effeetive stamtory tax rate.

13. RESEARCH AND DEVELOPMENT COSTS

Research and development costs charged to income were ¥4,332 million (§36,712 thousand), ¥4,018 million and ¥3,747 million for the years ended
March 31,2007, 2006 and 2005, respectively.

14.LEASES
The Group lcases certain machinery, computer equipment, office space Pro forma information of lcased property such as acquisition cost,
and other assets, accumulated depreciation, obligations under finance leases, depreciation

Torl rental expenses for the years ended March 31, 2007, 2006 and  expense and interest expense of finance |eases that de not transfer awner-
2005, were ¥350 million ($2,965 thousand), ¥359 miltion and ¥408 million, ship of the leased property to the lessee on an "as if capitalized™ basis for
respectively, including ¥129 miliion ($1,093 thousand), ¥174 million and the years ended March 31, 2007, 2006 and 2005, were as follows:
¥254 million of lease payments under finance leases.

Thousands of
' . . Milions of yen LLS. dofars
Machinery, Furniture and Fixtures . 2007 2006 2005 2007
Acquisition cost ¥325 vars ¥1,128 $2,754
Accumulated depreciation a1 879 881 688
Nest leased property ) ¥244 ¥ 96 ¥ 268 $2,068
The amount of acquisition cost includes the imputed interest expense portion.
Obligations under finance leases for the years ended March 31, 2007, 2006 and 2005 were as follows:
' : Thousands of
Millons ot yen U.S. dotars
2007 2008 2005 2007
Due within one year ¥ 54 Y84 ¥177 $ 197
Dus after one year 150 2 91 1,271
Total ¥244 VY96 ¥ 268 $2,068

The amount of ebligadons under finance leases ineludes the imputed  consolidated statements of income, computed by the straight-line method
interest expense portion, was ¥129 million ($1,093 thousand), ¥174 million and ¥254 million for the
Depreciation expense, which is not reflected in the accompanying  years ended March 31, 2007, 2006 and 2005, respectively.

The minimum rental commitments under noncancelable operating leases at March 31, 2007 were a5 follows:

Thousands of
Milfions of yen U.5. dolars
Due within one year ¥2 $17
Due afier ong yoar .
Total ¥a $17
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15. DERIVATIVES

The Group entets into foreign exchange forward contracts and currency
options to hedge foreign cxchange risk associated with certain asscts and
liabilities denominated in forcign currencies.

Most derivative transactions arc entered into to hedge foreign currency
exposures incorporated with its business. Accordingly, marker risk in
these derivatives is basically offset by opposite movements in the value of

‘hedged assers or liabilities. The Group does not hold or issue derivatives

for trading purpases.

It is alsp the Group's policy to use derivatives only for the purpase of
reducing market risks associated with investment sceuritics.

Because the counterparties to these derivatives are limited to major

international financial institutions, the Group does not anticipate any
losses arising from credit risk.

Derivative transactions entered in1o by the Group have been made in
accordance with internal policies which regulate the authorization and
credit limit amounis.

Foreign currency forward contracts and currency options that qualify
for hedge accounting for the years ended March 31, 2007, 2006 and 2005
are excluded from the disclosure of market value information,

The Group had the following derivatives contracts outstanding at
March 31, 2007, 2006 and 2005:

Milkoris of yen Thousands of U.S, dolars

2007

2006 2005 2007

Contract

Far  Uneatzad Comract

Fer Unmalzed Coniract For  Unealzed  Contact Fax  Unmalzed

Amount  Vokw Gan koesy Amount Vaioe Gab(Loss) Amount Vel  Genfosy)  Amoont Voke  Gain fLoss}

Credh default swap option Y4000 ¥ 10 ¥10 Y5000 ¥27 Y27 V7000 ¥V 19 ¥ 19 $33,808 § B85 %85
- Cumency swaps:
Thel baht peyment/yen recelpi 58 . 9 2]
Forward exchange comntracts—
seling U.S. dollar forward 669 669 1633 1523 (110 5669 5,869

The contract or notional amounts af derivatives that zre shown in the above mble do not represent the amounts exchanged by the partics and do not

measure the Group's exposure to credit or market risk.

The credit defaul swap option is the part of the embedded derivative which is s kind of compound financial instruments. It is measured at fair
value and the gains/losses is reconized in the income statement. The notional amounts of it is the face values of the embedded derivative, the fair value

of it is the information about only it.

16. CONTINGENT LIABILITIES
AcMarch 31, 2007, the Group had the following contingent liabilities:

Guarantees and simitar tema of bank loans

Thousands of
Milllons of yen U.5. dofiars
¥105 $880

17. NET INCOME PER SHARE

Reconciliation of the differences herween basic and diluted net income per share (“EPS™) for the years ended March 31, 2007, 2006 and 2005 is as follows:

Diuted EPS—Net income for computation

. Thousands
Miltons of yan of shares Yen U.8. dokars
. Weighted-average
Year Endad March 31, 2007 Net income Shares EPS
Basic EPS—Met iIncome available to common shareholders ¥15,059 64,821 ¥232 31 $1.97
Effact of dilutive securities—Adjustment of warmnts of subsidlary {8)
Diuted EPS—-Net incomné for computation ¥15,051 64,821 ¥232.17 $1.97
Thousends
Mions of yen of shargs Yen
Weighted-averagn
Year Erded March 31, 2006 Net Incoma Shares EPS
Basic EPS—Neot income avallable to common shareholders ¥15,084 65,775 ¥220.34
Efiect of diutive securitles—Adjustment of warmants of subsidiary {22)
Diluted EPS—Net income for computation ¥15,062 85,775 ¥229.00
Thousands
MiBons of yen of shares Yen
Weighted-avarage
Year Ended March 31, 2005 Net income Shares EPS
. Basic EPS~~Net income avallable to common shareholders ¥16,235 66,473 ¥244.25
Effect of dilutive securities—Adjustment of warrants of subslidiary {103}
¥16,132 66,473 ¥242.59
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1B8. SUBSEQUENT EVENTS
The following appropriations of retained earnings ar March 31, 2007 were approved at the Board of Dirsetors meeting held on May 28, 2007:

Thousands of
Milions of yen U.8. doftars
Year-end cash dividends, ¥22 (30,186} per share ¥1,417 $12,008

19. RELATED PARTY TRANSACTIONS
Transacrions of the Company with related parties for the years ended March 31, 2007, 2006 2nd 2005 were as follows:

. Takahare Kosan KK .

Takahara Kosan K K. is dircctly owned 20.0% share by Mr. Takahisa Takahara, President and Chicl Executive Officer of the Company, 1.0% by Mr.
Keiichire Takahara, Chairman of the Board of the Company, 44.5% directly owned by their close relatives, and another 34.5% indirecdy owned by their
close relatives.

Thousands of
Mions of yen .8, dollars
2007 2008 20056 - 2007
Insurance premium ¥6 ¥11 ¥159 $51

b, Uniter Corporation . .
Unitee Carporation is directly owned 0.7% share by Mz, Takahisa Takahara, 1.5% by Mr, Keiichiro Takahara's close relatives, and another 97.8%
indirectly owncd by Mr. Keiichire Takahara's close relatives.

Thousands of
MEions of yen U.S. doars
2007 2006 2005 2007
Rental axpenses ¥24 ¥200 ¥183 $203
¢. Takphara Fund Lid,
Takahara Fund Ltd. is directly owned 100% share by Mr. Kciichiro Takahara,
Thousands of
Migons of yen U.S. dollars
. 2007 2006 2005 2007
Sale of irvestment securities ¥2,581
Realizad gain on sale of investment securities 834
20. SEGMENT INFORMATION
The Group operates in the following industrics:  Industry A consists of baby and child care, feminine hygiene and elderly care.
Industry B consists of pet carc.
Industry C consists of others.
Information about industry segments, geographic ssgments and sales to foreign customers of the Group is as follows:
(1) INDUSTRY SEGMENTS
' a. Sales and Operating Income
Mons of yen
2007
Indusiry A Industry B Incustry G Eliminations Consolidzied
Sales to customers ¥256,872 ¥34,105 ¥10,903 ¥ ¥301,880
Intersegment sales 66 4 . (70}

Total sales 256,938 34,105 10,907 (70) 301,380
Cperating expenses . 232044 - 30,130 9,754 {178) 271,950
Cperating Income ¥ 24,694 ¥ 3975 ¥ 1,153 ¥ 108 ¥ 28,930
b. Assets, Depreciation, Impairment Loss and Capital Expandliures

Milions of yen
2007
Industry A Industry B Inchustry C Componate Consolikiated
Assets ¥165,143 ¥19,962 ¥26,125 ¥57,533 ¥268,763
Depreciation 12,841 351 269 13,431
Capitat expenditures | 20,496 422 389 21,307
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a. Sales and Operating Incoma

Thousends of U.S. doflars

2007
Incusiry A ingustry B Industry C Elminations Consolcated
Sales 1o customers $2,176,882 $289,025 $92,3208 $ $2,558,305
Intersegmant sales 559 . 34 (593)

Total sales 2,177,441 289,025 92,432 (593) 2,558,305
Operating expenses 1,868,170 255,338 82,661 {1,508) 2,304,661
Operating incoma $ 200271 § 33,687 $ 0,771 $ 015 5 253,644
b. Assets, Depreciation, Impairment Loss and Capltal Expenditures

Thousands of LS. doltars
2007
Industry A tndustry B Indhusiry C Corporite Consolidated
Assets $1,399,517 $169,170 $221,398 $487,566 $2,277,653
Depreciation 108,568 2,975 2,280 113,623
Capital expendiures 173,605 3,576 3207 180,568
a. Sales and Operating Income
Millons of yen
' 2008
Industry A Industry 8 Industry C Elirminations Consolidated
Sales to customers V228,864 ¥ 30,381 ¥11,135 ] ¥270,380
Intersegment sales B0 4 (64}

Total sales 228,044 30,361 11,139 64} 270,380
Operating expenses 205,057 26,852 9.891 [151) 241,849
Operating income ¥ 23,887 ¥ 3,409 ¥ 1,148 ¥ 87 ¥ 28,531
b. Assets, Depreciation, Impairmant Loss and Capital Expenditures

Mions of yen
2008
industry A Industry B Indusiry G Corporats Consolidated
Asgsets ¥ 145,350 Y¥17.578 ¥26.912 ¥80,515 V250,355
Depreciation 12,460 332 n 13,063
impairment ioss 281 281
Capltal expanditures 12,906 563 134 13,609
a. Sales and Operating Income
Millons of yen
2005
Industry A Industry 8 ngdustry C | Eliminations Consoidated
Sales to customers ¥208,016 ¥ 26,807 ¥11,228 ¥ ¥246,051
Intersegment sales 42 18 {60)

Total sales 208,058 26,807 11,246 [60) 248,051
Operating expenses 184,808 24,192 9,878 {110 218,768
Opermir!g income ¥ 23,250 ¥ 2,615 ¥ 1.370 ¥ 50 ¥ 27,285
b. Assets, Depreciation, impairment Loss and Capital Expenditures.

Metons of yen
2005
Indusiry A Iindustry B nclustry C Corporata Consoldated
Assats ¥126,622 ¥16,419 va25812 ¥46,712 ¥215,365
Depreciation 11,825 253 452 12,330
Impairment loss 2,248 2,248
Cepital expenditures 13,169 273 205 13,737
(2) GEOGRAPHIC SEGMENTS
a. Sales and Operating Income
Mifions of yen
- 2007
Japan Asa (Excluding Japan) Other Ebrrinations Consoldated
Sales to customars ¥206,891 ¥56,645 ¥38,344 ¥ ¥301,880
Intersegmenit sales 10,880 2,334 {13,314}

Total sales 217,874 58,979 38,344 (13,314) 301,880
Operating expenses 194,070 53,919 37,378 {13,417) 271,950
Operating Income ¥ 23,801 ¥ 5,060 ¥ 966 ¥ 103 ¥ 29,8930
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b. Assets

Milions of yen
2007
Jepan Asia (Excluding Japen) Othet Corporate Consoldated
Assels ¥129,480 ¥49,125 ¥28,6849 ¥§1,609 ¥268,763

a. Sales and Operating Incomea
Thousands of LS. doliars

2007
Japan Asia (Excluding Japan) Other Efminations Consoldated
Sales 1o customers $1,753,314 $480,042 $324,949 $ $2,558,305 .
Intersegment sales 93,050 19,780 . {112,830}

Total sales 1,846,364 499,822 324,949 (112,830) 2,658,305
Operating expenses 1,644,661 456,940 318,763 {113,703) 2,304,661
Operating Income $ 201,703 § 42,882 $ B,185 $ g73 § 253,644
b. Assets

Thousands of U.S. doflars
2007
Japan Asls (Exciuding Japan) Other %paate Conscolidated
Assets $1,097,288 $416,315 $242,788 $521,263 $2,277,653
a. Sales and Operating Income
MiZions of yen
. 2008
Japan Asla (Excluding Japan) Other Eiminations Consolidated
Sales to customers ¥201,651 ¥43,202 ¥25,527 ¥ ¥270,380
Intersegment sales 4,851 2,505 {7.356)

Total sales ‘ 206,502 45,707 25,527 (7,356} 270,380
Operating expenses 181,810 42,578 24 870 {7 ,400) 241,849
Operating income ¥ 24,602 ¥ 3,129 ¥ 857 ¥ 53 ¥ 28,531
b. Assets

Miions of yon
2008
Japan Adla {Exchuding Japan} Othar Corporate Consolidated
Asssts - ¥121,308 ¥35.482 ¥21,373 ¥72,182 ¥250,355
a Sales and Operating Incame
Milllons of yen
2005
- Japan Asla Excluding Japan) Other Efminations Conzolldatad
Sales to customers ¥ 192,003 ¥34,6830 ¥ 19,409 ¥ ¥ 246,051
Intersegment sales 6,760 2.671 {8,431)

Total sales 198,763 37.310 19,409 9,431) 248,051
Operating expenses 175,082 34,225 18,898 {8.439) 218,766
Operating income .« ¥ 23,681 ¥ 3,085 - ¥ 511 ¥ B ¥ 27,285
b. Assets

Miions of yen
2005
Japan Asia (Exciuding Japan) Other Corporate Conscdated
Assets ¥115,830 27,882 Yid4,114 ¥57.529 ¥215.,365

{3) SALES TO FOREIGN CUSTOMERS
Sales to forcign customers for the years ended March 31, 2007, 2006 and 2005 amounted 1o ¥98,103 million ($831,381 thousand), ¥72,250 million and
¥59,368 million, respectively. '
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Independent Auditors’ Report

De l o i tte . ' Deloitte Touche Tohmatsu

MS Shibaura Building,

4.13-23, Shibaura,

Minato-ku, Tokyo 108-8530, Japan
Tel: +81-3-3457-7321

Fax: +81-3-3457-1694
www.deloitte.com/jp

To the Board of Directors of Unicharm Corporation:

We have audited the accompanying consolidated balance sheets of Unicharm Corporation and subsidiaries as of March 31,
2007, 2006 and 2005, and the related consolidated ‘statements of income, changes in equity, and cash flows for the years
then ended, all cxprcsséd in Japancse yen. These consolidated financial statements are the responsibility of the Company's
management. Our responsibility is to express an opinion on these consolidared financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in Japan. Those standards require
that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstaternent. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements. An audit also includes assessing the accounting principles used and significant estimates made
by management, as well as evaluating the overall financial statement presentation. We believe that our audits provide a
reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the consolidated
financial position of Unicharm Corporation and subsidiaries as of March 31, 2007, 2006 and 2005, and the consolidated
results of their operations and their cash flows for the years then ended in eonformity with accounting principles generally
accepted in Japan.

Our audits also comprehended the translation of Japanese yen amounts inte U.S. dollar amounts and, in our opinion,

such translation has been made in conformity with the basis stated in Note 1. Such U.S. dollar amounts are presented
solely for the convenience of readers outside Japan.

Delotlle Teuihs T hmalin

June 26, 2007

Member of
Deloitte Touche Tohmatsy
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Subsidiaries and Affiliated Companies

As of March 31, 2007

Subsidiaries
Peroarage
Mjor Operations of Equity
Japan Unicharm Produet Co., Ltd. Production of baby care, feminine care, health care
and other products 100%
Unicharm Material Co., Ltd. Production of nonwoven and other materials 100
Kokko Paper Mfg. Co., Led. Production of paper, nonwoven and other materials 100
Costnotee Corporation Processing and sales of photographic printing plates 100
Unicharm PetCare Corporation Production and sales of pet care products 39
Unicharm Malnlycke K.K. Sales of adult incontinence care products 51
Taiwan United Charm Co., Lid. Production and sales of baby care, feminine care
and other products 53
Thailand Uni-Charm (Thailand) Co., Lrd, Production and sales of baby care, feminine care
and other products 9
People’'s Shanghai Unicharm Co., Ld. Production and sales of baby care, feminine carc
Republic of and other products 75
China
Unicharm Consumer Produets Production of baby care products
{China) Co., LTD, 97
Unicharm Consumer Products Production of haby care products, sales of feminine care
Service {Shanghai) Co., Lrd. and other products 100
Republic of LG Uni-Charm Co., Ltd. Production and sales of baby care, feminine care
Korea and other products 51
Indonesia PT Uni-Charm Indonesia Production and sales of haby care, feminine care
: and other products 7™
Malaysia Uni-Charm Cerporation Sdn. Bhd. Sales of baby care, feminine care and other products 100
Vietnam Uni-Charm (Vietmam) Co., Ltd. Production and sales of feminine care products 100
Philippines  Uni-Charm (Philippines} Corporation Sales of baby care, feminine care and other products 97
Netherdands Uni-Charm Malnlycke B.V. Holding company 60
Saudi Arabia Unicharm Gulf Hygienic [ndustries Ltd.  Production and sales of baby care, feminine care
and other products 51
{Plus 7 others)
Affiliated Companies
. Percentage
Major Operations of Equéty
Japan . TheFunCo, Lid. Data storage, processing and disposal services 5%
UBS Co., Ld. Accounting, human resource management
and administrative affairs 20
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Investor Information
As of March 31, 2007

Fiscal Year-end
Annual Shareholders’ Meeting
Common Stock

Number of Shareholders

Date of Listing

Stock Exchange Listing

Transfer Agent

Auditor

Principal Shareholders

Equity Policy July-Augist 2006

July-August 2005

July 2004
Septemnber 2003
January 2003

" Fcbruary 2002

March 31, 2007
June 26, 2007

Authorized:
Issued:

11,685
August 1976
First Section, Tokyo Stock Exchange

775,926 364
68,981,591

Japan Securities Agents, Ltd.
2-4 Kayaba-cho, 1chome, Nihonbashi, Chuo-ku, Tokyo 103-0025 Japan

Delointe Touche Tohmatsu

]apan Trust!:c Scnnc:s Bank Ltd (T rust Accnum)
Statc Strccl nnd Trusr. Company

The Iyo Bank, Lid.

Repurchase of treasury stock pursuant o Article 459, paragraph 1, item ! of the Corporation Law of Japan
(total number of shares acquired: 943,000; aggregate amount of acquisition cost: ¥5,999,932,000)

Repurchase of reasury stock pursuant to Article 211-3, paragraph 1, item 2 of the Commercial Code of
Japan {total number of shares acquired: 1,100,000, aggregate amount of acquisition cost: ¥4,972,890,000)

Sales of shares (2,116,600 shares) (Pricc: ¥5,409; Purchasers UF] Bank Limited, Takahara Kosan K.K.,

Nippon Life Insurance Company, Kajima Corporation}

Repurchase of treasury sinck pursuant to Article 210.] of the Commercial Code of Japan (999,000 shares
purchased 2t ¥5,330 per share)

Repurchase of treasury stock pursuant o Article 210. l of the Commereial Code of Japan (1,500,000
shares purchased at ¥4,500 per share)

Repurchase and retirement of shares {364,300 sharu purchased at ¥3,400 per sharc)

March . 2001 Repurchase and rctirement of shares (921,000 shares purchascd at ¥4,900 per share)
July 1999 Sales of shares in Japan and overseas (2,400,000 sharcs and 300,000 green shoe shares)
(Price: ¥6,128; Purchasers: The Tokai Bank, Ltd., Takahara Shinko K.K., The Fuji Bank, Ltd.}
August 1998 Repurchase and retirement of shares (1,724,289 shares purchased at ¥3.210 per share)
Common Stock Price Range
YEN
10'm .........
8,000 I
' aRBE®ea )
j BELTTTELLEL g
am® Bgu ¢ E
ﬂmlﬁ_ua_nﬂl
4,000 H
2,000

2004

2005
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Corporate Data
As of September 1, 2007

Registered Office of the Company

Head Office

Date of Establishment
Paid-in Capital
Number of Associates

Information

. Web Site Information

Unicharm's Product-Related
anese only)

182 Shimobun
Kinsei-cho, Shikokuchuo-City,
Ehime 799-0111, Japan

Sumitomo Fudosan Mita Twin Bidg.
West Wing, 3-5-27, Mita, Minato-ku,
Tokyo, Japan 108-8575

Fabruary 10,1961
¥15,993 milion
1,007 {6,265 on a consofidated basis as of March 31, 2007)

Executive Secretarial & Corporate Communication Office
Sumitomo Fudosan Mita Twin Bldg.

West Wing, 3-5-27, Mita, Minato-ku,

Tokyo, Japan 108-8575

Tel; +81-3-6722-1019

-Fax: +81-3-6722-1016

Unicharm proactively discloses various information on its corporats Web site. Unicharm s also
upgrading Its IR site, which contains financial information and the most recent Company news.
This shte also features interviews with Unichann’s president and other information. Our Web sita is
continually updated and Includes the latest product inforrmation.

http//www.unicharm.co.jp/engtish/index.html

Website that provides a fun way to lsam about first-tima menstruation. Wa Invite parents and
children to vish the site togather.

Hajimete Karada Nahi

http://www.unicharm.co.jp/english/index.html

Provides support 1o meet the needs of mothers through pregnancy, childbirth arw child rearing. A
"mother” and baby lifestyle suppori site.

Baby Town

http//www.babytown.jp/

A wabshe for first-time mothers, providing a plethora of informaticn about pregnancy and
chidbirth.

Premama Town

hitp://www.premama.jp/

Provides solutions to worrles about early incontinence Issuas with seif-help tips and a dedicated
porial site for women,

Nyomore Care Nabl

http://www.nyoucare.jp/

informational site for famifies and caregivers of eldery who need Iving assistanea. Provides
information and solutions for incontinence care issues.

Halsetsu Caro Nabl

http://www.carenavi.jp/

Oniing adult incontinence-care product shopping site provides direct home delivery. Convenient
for at-home nursing care reciplents and providers, too. ’
Unichatm Tsushin Hanbai "Iki Iki Selkastu”

http://www.rakutten.ne.jp/gold/unicharm/ ‘
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Document submitted to EDINET on October 12, 2007
Unicharm Corporation (242058)
Financial Statement Report

1. [Reasons for submitting Statement of Revisions to the Financial Statement Report]
There were mistakes in part of the items described in the Financial Statement Report for the 47"
fiscal year (April 1, 2006 through March 31, 2007), submitted on June 27, 2007. To correct the
above, we are submitting this Statement of Revisions to the Financial Statement Report.

2. [Revised items]
Part 1 Corporate Information
Section 4 State of the Company
6.  Basic Policy on Corporate Governance

3.  [Revised parts]
The revised parts are underlined.

Part 1 Corporate Information
Section 4 State of the Company
6.  Basic Policy on Corporate Governance

Before revision _

through (4) omitted

(5) Others

1)  The number of directors of the Company is set to be 10 at the maximum in its Articles of
Incorporation. o

2) In order to facilitate efficient capital policy and dividend policy, the Company has set in its
Articles of Incorporation that matters such as dividends of retained earnings that are specified
in Paragraph 1, Article 459 of the Corporation Law shall be decided upon resolution of the
board of directors’ meeting, unless otherwise stipulated by laws and regulations.

After revision

through (4) omitted

(5) Others )

1)  The number of directors of the Company is set to be 10 at the maximum in its Articles of
Incorporation.

2) In order to facilitate efficient capital policy and dividend policy, the Company has set in its
Articles of Incorporation that matters such as dividends of retained earnings that are specified
in Paragraph 1, Article 459 of the Corporation Law shall be decided upon resolution of the
board of directors’ meeting, not upon resolution of the general meeting of shareholders, unless
otherwise stipulated by laws and regulations.

3)  The Company has set in its Articles of Incorporation that election of directors shall be decided
at a meeting where shareholders with one-third or more of voting rights of shareholders who
can exercise_voting rights are present upon vote of the majority of the shareholders present.
The Company has also set in its Articles of Incorporation that election of directors shall not be
decided by cumulative voting.

4)  With a view to facilitating the operation of general meetings of shareholders, the Company
has set in its Articles of Incorporation that special resohutions specified in Paragraph 2. Article
309 of the Corporation Law shall be made in a meeting attended by shareholders who hold
one-third or more of the voting rights of shareholders who can exercise voting rights by votes
of two-thirds or more of the voting rights of the sharcholders present.
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1. Consolidated Results of FY2008 {April 1, 2007 through September 30, 2007)

{1 Consclidated financial results
(Amounts less than one million yen are omitted) {(Percentage of compared with the previous year)

Net Sales Operating Ordinary ) Net
Income Income income
Millicn yen % | Million yen % | Million yen % Million %
1st Half FY 2008 160,332  11.8 14,700 9.5 14,526 9.1 yen 1.7
1st Half FY 2007 143,397 111 13,421 A 13,318 A 53 7,054 A 155
. 6, 548
Fiscal Year Ended - _ - _
March 31, 2007 304, 8B0 29,928 30,071 15,058
Net income Net income
Per share-basic Per share-diluted
Yen Yen
1st Half FY 2008 102. 50 104, 40
1st Half FY 2007 100. 41 100. 27
Fiscal Year Ended
March 31, 2007 232.31 232,17
(Reference) Equity method investment gain or loss:
1st Half FY 2008 6millionyen
1st Half FY 2007 2millionyen
FY 2007 8millionyen
(2) Consolidated financial position
Total assets Shareholders* equity Ratio of ah'a:eholder' sharehelder' equity
, equity per share
Million yen Million Yen 9% Yen
15t Half FY 2008 276, 324 182, 353 60.1 2,571.31
1st Half FY 2007 280, 735 165, 230 60. 1 2,338.99
Fiscal Year
Ended Mareh 31, 268, 163 171, 048 60.0 2,501.60
2007
(Reference)  Shareholders’ Equity
Ist Half - FY 2008 cc a6 mittion yen
1st Half  FY 2007 150, 694 Mifli
FY 2007 , itlion yen

161,165 Hiflion yen



(3) Consolidated Cash flows

From cperating . . s . L Cnah'and cash
activities From investing activities | From financing activities equivalents
at the end of year
Million yen Million yen Million yen Million yen
1st Half FY 2008 . 18,928+ A 10,881 A 2, 389% 71,158
1st Half FY 2007 8, M1 A 7,651 A 9,258 §9, 593
Fiscal Year Ended
Mazch 31, 2007 28,357 A 20,328 o 10,795 65, 445

"*Note: Tha figures are amended as the Company announced on Decemnber 10, 2007 in the Partial Amendments to FY
2008 Consolidated Financial Results for the First Half Ended September 30, 2007.

2. Cash dividends

Cash dividends per share
Interim Year-end Annual
Year Ended yen yen yen
FY2007 22.00 - 22,00 4,00
Year Ended 23.00
Year Ended 46.00
FY2008 23,00

3. Forecast of Consolidated Results for FY2008 (April 1, 2007 through March 31, 2008)

Net Sales Operating Ordinary Net Income Net Income
Income Income Per share
Millionyen % | Million yen 9% | Million yen % Million yen % yen
Full Year 328, 000 8.7 33, 000 10.3 33,000 9.7 15, 500 2.9 240.59
4. Others

(1) Changes in significant subsidiaries during FY2008 : No
(Changes in specified subsidiaries resulting in changes in scope of consolidation)

{2) Changes in Accounting Principles, Procedure, Presentation Method for Consolidated financial Results
Changes arising from revision of accounting standards : Yes
Changes arising from revisi‘on of other factor :HNo

(3) Number of shares issusd and outstanding {common stock)

Number of shares outstanding at vear—end {including treasury stock)

15t Half FY 2008
15t Half FY 2007
FY 2007

Number of treasury stock
1st Half FY 2008
1st Half FY 2007.

FY 2007

68, 981, 591
66, 981,59
68, 981, 591

at the year-end
4,557,165
4,554, 693
4,556,315

shares
shares
shares

shares
shares
shares

Reference : Overview of the Unconsolidated Financial Results




1. Unconsolidated results for FY2007 (April 1, 2006 through March 31, 2007)

(1) Unconsolidated financial results

Net Sales Oi)eratmg Ordinary Net Income
neome Income

Million yen % Million yen % | Million yen % | Million yen %
1st Half FY 2008 85,176 4.3 6, 284 26.4 10,836 A 10.9 1.359 A 226
1st Half FY 2007 81,805 1.1 49711 A 13,8 12,213 45. 6 9, 505 70.9
Fiscal Year
Ended March 31, 171, 663 - 11,326 - 20, 232 - 15,037 -
2007

Net Income Per
Share-Basic
Yen

IstHalf FY 2008 114.23
IstHalf FY 2007 145. 75
Fiscal Year Ended 231,88
March 31, 2007

(2) Unconsclidatad financial position

. Ratio of shareholders' | Shareholders” it;
Total Assets Shareholders' Equity oo an :ft; olaers are p:r :;:m Equity
Million yen Million yen % Yen
Lst Half FY 2008 161,810 128, 633 78.3 1,965.62
1st Half FY 2007 150, 270 17,134 71.9 1.818.10
Fiscal Year Ended
March 31, 2007 157.285 122, 091 ' 71.6 1,895.08
: {Reference)  Shareholders' Equity
® 1st Half FY 2008 126,633 Million yen
1st Half FY 2007 117,134 Million yen
FY 2007 122,091 Million yen

The foregoing projected results include forecasts based on premises, prospects and plans pertaining to the future
(as of the date of releass). Actual results may differ materially from the projected figures presented herein due to
actual market conditions, foreign exchange fluctuation riske and other uncertainties.
]



Consolidated Balance Sheets

1st Half FY 2007 1st Half FY 2008 Year Ended FY2007
(As of sg";fz’ggg; (As of se;g;’gg;; (As of March 31,2007)
Millicn yen % Million yen % Milllon yen %
(ASSETS)
I CURRENT ASSETS 132,086 52.7 145,689 52.7 142,588 53.1
I FIXED ASSETS 118,648 47.3 130,634 473 126,175 46.9
Net property, plant and equipment 80,502 321 90,473 328 86,725 322
Software and Intangibles 4274 1.7 3,891 1.4 4,027 1.5
Investments and Cther Assets 33.871 13.5 36,270 13.1 35,422 13.2
TOTAL 250,735 100.0 276,324 100.0 268,763 100.0
(LIABILITIES}
I CURRENT LIABILITIES 72,767 200 77,908 28.2 75,370 28.0
I LONG-TERM LIABILITIES 12,737 5.1 16,082 5.8 16,343 6.1
TOTAL LIABILITIES 85,505 34.1 93,790 34.0 91,714 341
(Net Assets)
1 Owners' Equity 144,934 57.8 157,642 571 152,010 56,6
1 Valuation, Translation Adjustment 5,759 2.3 8,403 3.0 9155 34
and Other
o Minority Interests 14,536 5.8 16,308 59 15,883 5.9
"Total net assets 165,230 55.9 182,353 65.0 177,048 85.9
Totat Babilities, net assets 250,735 100.0 276,324 100.0 268,763 100.0

Consolidzated Statements of Income

(April 1,2006 through September | (Aprl 1,2007 through September | Year Ended FY2007 (April 1,2008
30,2006) 1st Half FY 2007 30,2007) 1st Half FY 2008 through March 31,2007}
Million yen % Million yen % Million yen 9%
143,397 100.0 160,322 100.0 301,880 100.0
I NET SALES 82,149 57.3 93,680 58.4 173,238 57.4
1 COST OF SALES
Gross profit 61,247 427 66,642 416 128,641 428
I SELLING, GENERAL AND
ADMINISTRATIVE EXPENSES 47,828 33.3 51,942 324 98,711 327
| v NON-OPERATING INCOME v 85 .08 930 0.6 1897 0.7
NON-OPERATING EXPENSES 938 0.7 1,104 0.7 1,755 06
Ondinary income 13,318 9.3 14,526 9.1 30071 10.0
225
VI EXTRAOCRDINARY INCOME 6 0.0 251 0.1 1.218 0.1
VI EXTRAORDINARY LOSSES 310 02 284 0.2 0.5
Income before Income taxes 13,014 14,458 29,078
Income Taxes - Current 4,924 9.1 5,542 9.0 10,062 9.6
Incoma Taxes - Deferred 636 334 1,890
Minority interests in net incorme 805 1,166 2,067
Net Income 6,548 4.6 7.054 4.4 15,058 5.0




Consolidated Statements of Cash Flows

1st Half FY 2007 1st Half FY2008 Year Ended FY2007
(Apel 1,2006 Ihrocgh {Aprk 1,2007 through (Apel 1,2006 through
Beptember 30,2006} Sopterntar 30,2007) March 31,2007)
Million yen Millkon yen Million yen
I Cash fiows from operating activities 8,741 . 18,4928 28,357
O Cash flows from investing activities A 7651 A 10,881 £20,328
I Cash flows from financing activities 4 8,258 A 2,389 A10,795
IV Foreign cumency translation adjustments 113 51 567
V Net increase(decrease) in cash and cash A 8,055 5.708 A2,199
equivalents
VI Cash and cash equivalents at beginning of the 67,649 65,449 67,649
gl 59,593 74,158 §5,449

VI Cash and cash equivalents at end of the year

*Note: The figures are amended as the Company announced on December 10, 2007 in the Partlal Amendments to FY 2008
Consolidated Financial results for the First Half Ended September 20, 2007.
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Part 1

[Corporate Information]

Section 1 [General Status of the Company]

1. [Trends in Key Business Indicators, ete.]
(1) Trends in Key Business Indicators, etc. pertaining to the Latest Three Interim Fiscal Periods
and the Latest Two Fiscal Years (subject to consolidated accounting)
Petiod 46° Interim | 47° Interim | 48"Fiscal | 46° Fiscal ] 47° Fiscal
Period Period Year Year Year
April I - April 1 - April 1-  |Aprl 1, 2005 - | April 1, 2006 -
Fiscal Period September 30, | September 30, | September 30,| March 31, | March 31,
2005 2006 2007 2006 2007
Net Sales (Millions of Yen) 129,090 143,397 160,322 270,380 301,880
Ordinary Income  (Millions of Yen) 14,056 13,318 14,526 28,781 30,071
Interim Net [ncome  (Millions of Yen) 7,751 6,548 7,054 15,287 15,058
Shareholders Equity (Millians of Yen) 141,964 165,230 182,353 151,182 177,049
Total Asscts (Millions of Yen) 225,146 250,735 276,324 250,355 268,763
Shereholders® Bquity per Share  (Yen) 2,171.66 2.338.99 2,577.37 2,309.59 2,501.60
Interim Net Income per Share  (Yen) 117.13 100.41 109.50 229.34 232.31
Interim Net Income per Share after
Adjustment of Stock Equivalents (Yen) 116.75 100.27 109.40 229.00 23217
Equity Ratio (%) 63.1 60.1 60.1 60.4 60.0
Cash Flows from Operating Activities
(Miltions of Yen) 18,780 8,741 18,928 36,888 28,357
Cash Flows from Investing Activities
(Milfions of Yen) (6,857) (7,651) (10,881) (20,251) (20,328)
Cash Flows from Financing Activities
(Millions of Yen) (4,948) (9,258) (2,389) (6,217) {10,795)
Balance of Cash and Cash Equivalents
as of the End of Interim Period
(Millions of Yen) 63,849 59,593 71,158 67,649 65,449
Number of Employees
[and average Nomber of Temporary 5,440 6214 6,468 6,030 6,265
Employees] [1,848) [2,342)] [2,079] [2,187) [2,415)

(Notes)
L

Consumption Taxes, etc. are not included in net sales figures.

2. Effective from the 47th interim period, the Company applics the “Accounting Standard for Presentation of Net
Assets on Balance Sheet” (ASBJ Standerd No. 5, issued on December 9, 2005 by Accounting Standards Board of
Japan) and the “Implementation Guidance on Accounting Stendards for Presentation of Net Assets on Balance

Sheet (ASBJ Guidance No.8, issued on December 9, 2005 by Accounting Standards Board of Japan).

3.  Numbers include only the employees in active service at the time.




(2) Trends in Key Business Indicators, etc. pertaining to the Three Most Recent Interim Fiscal

Periods and the Latest Two Fiscal Years (subject to non-conselidated accounting)

Period 465 Interim | 47" Interim | 48° Interim | 460 Fiscal | 47° Fiscal
Period Period Period Year Year
Aprit 1 - Aprilt- | Aprll- |Aprl1, 2005 -|Aprl 1, 2006 -
Fiscal Period September 30, | September 30, | September 30, |  March 31, March 31,
2005 2006 2007 2006 2007
Net Sales (Millions of Yen) 80,908 81,805 85,176 165,125 171,663
Ordinary Income  (Millions of Yen) 8,428 12273 10,936 16,420 20232
Interim Net Incoms  (Millions of Yen) 5,560 9,505 7,359 10,920 15,037
Cepital (Millions of Yen) 15,992 15,052 15,992 15,992 15,992
Aggrepate Number of Shares Issued
and Outstanding (Shares) | 68,981,591 | 68,981,591 | 68,981,591 | 68,981,591 | 68,981,591
Sharcholders® Equity (Millions of Yeo) 109,688 117,134 126,633 114,975 122,001
Total Asstts (Millions of Yen) 140,399 150,270 161,810 150,349 157,286
Shareholders’ Equity per Share  (Yen) 1,677.93 1,818.10 1,965.62 1,756.87 1,895.08
Interim Net Income per Share  (Yea) 84.02 145.75 114.23 164.08 23198
Interim Net Income per Shers after
Adjustment of Stock Equivalents (Yen) - - - - -
Interim Dividend per Share (Yen) 16 2 23 12 44
Equity Ratio (%) 78.1 7.9 783 76.5 7.6
Number of Employees
o e o+ of Teaperery 1,021 1,038 995 1,004 1,007
Employees] [307] [316] [246] [316} [286]

(Notes)

1. Consumption Taxes, etc. are not included in net sales figures.

2.  Effective from the 47th interim period, the Company applies the “Accounting Standard for Presentation of Net
Assets on Balance Sheet” (ASBJ Standard No. 5, issued on December 9, 2005 by Accounting Standards Board of
Japan) and the “Implementation Guidance on Accounting Standards for Presentation of Net Assets on Balance
Sheet (ASBJ Guidance No.8, issued on December 9, 2005 by Accounting Stendards Board of Japan).

3. Interim net income per share after adjustment of stock equivalents for 47th interim period is not shewn as there
were no stock equivalents having a dilutive effect.

4,  Numbers include only the employees in active service &t the time.

2. [Business Contents]

During the interim fiscal period under review, there was no material change in the contents of the

business operated by the Unicharm Group (the Company and its affiliates).




3. [Affiliates]

There are no changes in main affiliates during the interim fiscal period under review.

4. {Personnel]

(1} Number of Employees {Consolidated)
As of September 30, 2007
Name of Business Scgment Number of Employees
Personal Care 5,941 (1,834)
Pet Care 229 (120)
Others 185 (117)
Company-wide 103 ( 8
Total 6,468 (2,079)
(Notes)
1.  Numbers include only the employees in active service at the time.
2. Figures in brackets denote the average number of temporary employees during the interim consolidated fiscal
period under review.
3. Figures in brackets include contract employees and part-time employees.
(2) Number of Employees of the Company
The number of employees as of September 30, 2007 was 995. The average number of
temporary employees during the interim fiscal period was 246.
(3) Labor Union

There was no material change concerning union activities. Management-labor relations
during the interim fiscal period remained constructive, with no matters to record.




Section 2 [State of Business]

1. [Summary of Business Results, etc.]
(1) Business Results
Summary of Overall Business Results (consolidated)

Previous Interim mﬂs d‘:l Amount of Percentage of
Fiscal Period ot Increase/Decrease |  Increase/Detrease
(Millions of Yen) (Millions of Yen) (Millions of Yen) (%)
Net Sales 143,397 160,322 16,925 11.8
Operating Income 13,421 14,700 1,278 9.5
Ordinary Income 13,318 14,526 1,208 9.1
Interim Net Income 6,548 7,054 506 7.7
Interim Net Income per Share ¥100.41 ¥109.50 ¥9.09 9.1
Business Resuits by Region {Millions of Yen)
Net Sales (Note) Operating Income
. . Interim Fiscal Amount of . . Interim Fiscal Amount of
Pmsp,lgn‘&f‘fm Period under Increase/ | FEVIOUS THTR | “periog under Tncrease/
Review Decrease ! Review Decrease
Japan 98,687 103,264 4,577 10,774 11,025 250
Asia 26,186 34,507 8,320 2,119 3,169 1,049
Europe
Middie East 18,522 22,550 4028 462 512 50

(Note) Net Sales represent those to external customers.

Consolidated net sales for the interim fiscal period under review reached a record high of ¥160,322
million, up 11.8% YOY. In Japan, the Company released products to create new demand in high
value-added products for both the personal care and pet care businesses and endeavored to increase
profit. As a result, sales from the growth areas of the health care and pet care businesses increased
steadily. Improvement in earnings of the baby and child care business and the pet care business,
which are the Company’s core businesses, steadily advanced. Consequently, net sales of domestic
corporations amounted to ¥103,264 million, up ¥4,577 million YOY. In Asia, sales in the feminine
care business and the baby child care business expanded steadily in major countries and regions, as a
result of which sales reached ¥34,507, up ¥8,320 million YOY. In other regions, the Company
successfully boosted sales of adult-use incontinence care products and paper baby diaper products in
Ewrope and baby paper diaper products in the Middle East. Consequently, net sales by its foreign
subsidiaries and affiliates increased ¥12,348 million, YOY, to ¥57,057 million, now accounting for as
much as 35.6% of our total consolidated net sales.

During the interim fiscal period under review, profits partly decreased because of corperate efforts
such as investing in advertising to foster brands, end spending on sales promotions to enhance

-8-



competitiveness amid rising oil prices and soaring material costs arising from the increased global

demand for sanitary goods. However, the Company achieved an increase in profits by boosting sales
and facilitated cost reduction, as a result of which operating income amounted to ¥14,700 million (up
9.5% YOY) and ordinary income reached ¥14,526 million (up 9.1% YOY), while net income was
7,054 million (up 7.7% YOY).

Summary of Business Results by Category

1) Personal Care Business

Previous Interim

Intetim Fiscal Period

Amount of

\ N . Percentege of
Fiscal Period under Review Increase/Decrease o
(Millions of Yen) {Millions of Yen) (Millions of Yea) Increase/Decrease (%)
Net Sales (Note) 122,171 136,850 14,679 12.0
Operating Income 11,079 12,129 1,049 9.5

{Note) Net Sales represent those to external customers.

Net sales from the personal care business for the interim fiscal period under review amounted to
¥136,850 billion, up 12.0% from those of the previous corresponding period, and operating
income reached ¥12,129 million (up 9.5% YOY).

¢  Baby Care Business

In the domestic market, as a leading enterprise the Company is endeavoring to revitalize the
market and recover its earnings amid a continuous decline in market demand because of the
falling birth rate, as it did in the previous fiscal year. While striving to foster Moony Man
Sarara Magic, a pants-type diaper, Unicharm focused on sales of Moeny Man Ase Sukkiri for the
demand seasen in summer. With regard to pants-type diaper Mamy Poko Pants and tape-type
diaper Mamy Poko, whose price was raised in spring this year, Unicharm revitalized the market
by marketing products adopting & new design for a limited period and strived to raise profitability
while expanding its sales and market share. The Company created new opportunities for use, by
releasing Moony Man Super Big (for babies and children weighing from 18 kg to 35 kg), a paper
diaper of a new size, in September.

In Asia, Unicharm implemented proactive sales and marketing activities to drive market
penetration of tape-type baby paper diaper Mamy Poke and pants-type baby paper diaper Mamy
Foko Pants in growth markets. As a result, the Company successfully expanded sales in China,
Thailand and Indonesia. In Thailand and Indonesia, where Unicharm boasts a large mmket share,
profitability was improved further as a result of a rise in the sales ratio of pants-type paper diapers.
In Taiwan and Malaysia, the Company boosted sales thanks to improvement in its market share.
In South Korea, sales of Mamy Poko Pants, launched in May last year, grew sharply. In the
Middle East and North Africa, the Company expanded sales of baby paper diapers by boosting its



supply capacity through improvement of merchandise productivity and expansion of equipment at
Unicharm Gulf Hygienic Industries Ltd., its subsidiary in Saudi Arabia (hereinafter referred to as
“UGHI™).

Consequently, net sales in the baby care business for the consolidated interim fiscal period
under review increased to ¥65,218 million, up ¥6,179 million from those of the previous

corresponding period.

»  Feminine Care Business

As the sole manufacturer with a full line of sanitary products in Japan, Unicharm continued to
focus on the development and improvement of products providing relief and comfort, to revitalize
the market with Sofy and Center-In as the two core brands, based on its business philosophy of
“creating comfort and freedom for woﬁleu through science.”

In the category of sanitary napkins, the Company released Sofy Hadaomoi, a sanitary napkin
for sensitive skin prone to irritation, which uses an FCL sheet, a newly developed surface material
different from conventional non-woven or mesh-type surface material. With the adoption of this
surface material, the Company was able to reduce the amount of menstrual blood sticking to the
skin to one-tenth (of the amount in the existing products of the Company). The Company strived
{0 create a new category by offering three types — without wings, with wings, and for night-time
use — for the new product. The Company endeavored to foster and enhance the high
value-added growth segment in the mature market by focusing on sales of Sofy Body Fit Fuwa
Pita Slim in the sﬁm-tj'pe category and Sofy Super-Sound Sleep for night-time use, which were
launched in March after renovation. On the other hand, in the filly reformed Center-In brand,
the Company proposed a new value for women who attach importance to feeling, centering on the
Compact series, Fuwa Fuwa Touch and Sara Sara Touch. For the Cempact series, the
Company introduced Fuwa Fuwa Type, a slim-type napkin using non-woven fabric soft to the
touch. Furthermore, the Company strived to win wide brand recognition for Center-In, which
made a fresh start as a mew brand, by launching television commercials to emphasize the
attractiveness of Center-In to consumers. The Company endeavored to boost sales by releasing
Center-In Compact Fuwa Fuwa Type, a slim-type napkin using non-woven fabric soft to the
touch, in August.

Turning to the overseas markets, the Company strived to accelerate the expansion of the
market and increase market penetration of the Sofy brand by developing proactive sales and
marketing injtiatives mainly targeting high-value added night-use. The Company achieved sales
growth higher than the growth of the market in Asia as a whole. In particular, Taiwan, Thailand
and Indopesia, on whicﬁ the Company puts emphasis, served as the driving force of the sales
increase, contributing fo the expansion of market share. In April, the Company started
production of sanitary products in a plant newly established in Vietnam, making full-scale inroads
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into the Vietnamese sanitary product market. Furthermore, in the Middle East and North Africa,
the Company began production of sanitary napkins at UGHIL and endeavored to reinforce market
penetration of the Sofj brand by airing TV commercials.

Consequently, net sates in the feminine care business for the consolidated interim fiscal period
under review increased ¥4,835 million to ¥36,057 million compared with the previous

correspending period.

¢  Health Care Business

Despite the intense competition in this growth market, the Company’s health care business in
Japan grew faster than the market did. The Company, guided by its business philosophy, “Pursue
the Joy of Life,” focused on development and improvement of the Lifree brand embracing the
slogan: “Bedridden neither in Mind nor Body”

With the number of opportunities for nursing care at home increasing following the advance in
the aging of the population, the Company launched Lifree Long-hours Relief Pads, which takes
care of four times the amount of urination, realizing the same excretion care at home as that in
nursing-care facilities. The light incontinence care product market for senior citizens in Japan,
which is growing rapidly, is projected to grow further owing to the aging baby boomer generation
in Japan. Against this backdrop, the Company released Lifree Kyusui Shitagi Slim Wear, an
incontinence care product for the healthy elderly, in April.  This preduct is part of Lifree, an adult
incontinence care brand. Unicharm pushed forward with the creation of a “water-absorbing
underwear” category by improving product recognition through TV commercials with a key
message of “I will never allow incontinence to disturb my life,” and acquiring customers who use
the product on a trial basis by launching a campaign to give out free samples to 10,000 persons
and releasing a pack for outings, which holds two items of the product.

From the Unicharm Cho-Rittai Mask series, a three-dimensional mask made of non-woven
fabric, the Company launched a limited version of soft pink color masks for women to revitalize
the market. ’ ' . '

In the category of business-use products, the Company focused on acquiring new customers
and maintaining existing customers by proposing original incontinence care models.

In the overseas markets, Unicharm accelerated the development of the Lifree brand in Taiwan
and Thailand and achieved a steady sales increase by proposing original incontinence care in those
countries. In addition, the Company successfully increased sales of pants-type paper diapers in

other regions, mainly in Europe.

s Clean & Fresh Business
In the clean & fresh business, in which Unicharm strives to provide househeld cleanliness, relief

and freshness to ite customers via products developed with its core technologies in non-woven
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fabric and absorbent materials, the Company enhanced sales by focusing on the three brands of
Wave, Silcot Wet Tissues and Silcot.

From the Wave sheet cleaner, a product aimed at introducing new cleaning practices, the
Company endeavored to boost sales by launching consumer campaigns, including Wave—Hawaii
Travel Present. For the Silcot Wet Tissues brand, the Company renovated packages and
enhanced the function of the Antibacterial series by mixing a safe antibacterial component derived
from green tea.

In the overseas market, the Company has licensed to Procter and Gamble Co. the sheet
technology of the Winve sheet cleaner. Swfﬁ"er Dusters, a product produced using this technology,
has been sold in North America and Europe, which significantly contributed to the royalty

revenues of the Company.

2) Pet Care Business

Previous Interim

Interim Fiscal Period

Amount of

N . . Percentage of
Fiscal Period under Review Increase/Decrease
(Millions of Yen) (Villions of Yen) (Millions of Yen) Increase/Decrease (%)
Net Sales (Note) 15,940 18,135 2,194 13.8
Operating Income 1,774 2,101 326 18.4

(Note) Net Sales represent those to external customers.

* Sales in the pet care segment during the conselidated interim fiscal period under review increased

13.8% YOY to reach ¥18,135 million and operating income was ¥2,101 million (up 18.4% YOY).

In the pet food category, Unicharm released Aiken Genki Silver Dish for Dogs Aged 11 and
Older and Silver Spoon for Cats Aged 11 and Older in response to the continued increase in the
number of older dogs and cats. The Company reinforced its lineup to promote sales with the
focus on products in the differentiated market segment by adding new products to the wet cat food
Silver Spoon Can series, which was lunched in September 2006. Among such new products are
Silver Spoon Can: Fish and Chicken White Meat Mixed, which uses white meat of chicken, and
Silver Spoon for Cats Aged 11 and Older for older cats.

In the pet toiletries category, the Company has sought to more effectively market an improved
lineup of products that cater to the ever-increasing needs of indoor pet-keeping. For instance, the
Company launched One-Week Deodorant and Disinfectant Deo Toilet with Scatterless
Deodorant and Disinfectant Sand, replaceable sand for a system toilet for cats called One-Week
Deodorant and Disinfectant Toilet, needs for which are growing significantly.
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3) Other Businesses

Previons Interim Interim Fiscal Period Amonnt of of
Fiscal Period under Review Increase/Decrease In WI ercentage o)
(Millions of Yen) (Millions of Yen) (Millions of Yen)
Net Sales (Note) 5,285 5,336 51 1.0
Operating Income 535 412 (123) (23.0)

(Note) Net Sales represent those to external customers.

Sales in other businesses for the consolidated interim fiscal period under review amounted to
¥5,336 million, up 1.0% YOY, and operating income amounted to ¥412 million, down 23.0%
YOY.

In the food-wrapping materials business, catering to supermarkets and other food-related
outlets, the Company focused on sales of a tray mat Fresh Master, which makes the most of the
Company’s technology in non-woven fabric and absorbent materials. The Company also strived
to expand sales of professional-quality sheet cleaner Fave.

Summary of Business Results by Geographic Region

1) Japan

In the personal care product segment, the Company strived to promote a shift to premium products
in the mature markets and creation of new markets in the growth markets. In the baby care
product segment, which accounts for large percentage of sales, the Company endeavored to
enforce market penetration of Moony Sarara Magic and Moony Man Sarara Magic, which were
reformed in autumn last year, in the premium baby paper diaper brand of Meony. With regard to
affordably priced paper diapers, the Company revised the quantity and price per package of Many
Poko, in addition to launching sales promotions utilizing new character designs, in its effort to
boost sales and raise profitability.

In the feminine care product segment, amid a decreasing target population, the Company
reinforced sales of products in high valued-added prowth segments, such as night-use and
slim-type sanitary napkins. In the Center-In brand, which was obtained in the previous year, the
Company proposed a new value for women who attach importance to feeling, centering on the
Compact series, Fuwa Fuwa Touch and Sara Sara Touch. In September, from the Sefy brand,
the Company released Sofy Hadaomol, a sanitary napkin for sensitive skin prone to irritation,
which uses an FCL sheet, an originally developed surface material. With the launch of high
valued-added products, the Company promoted a shift to premium products in the market.

In the health care product segment, the Company released Lifree Kyusui Shitagi Slim Wear in
the segment of light incontinence care products for the elderly which is growing because of the
rapidly aging population, promoting the creation of a “water-absorbing underwear” category
targeting the healthy elderly. While the number of opportunities for nursing care at home are
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increasing following the advance in the aging of the population, the Company launched Lifree
Long-hours Relief Pads, which takes care of four times the amount of urination, realizing the
same excretion care at home as that in nursing-car facilities.

In the clean & fresh business, Unicharm enhanced sales by focusing on the three brands of
Wave, Silcot Wet Tissues and Silcot. For the Silcot Wet Tissues brand, the Company renovated
packages and enhanced the function of the Antibacterial series by mixing an antibacterial
component derived from green tea.

In the pet care product segment, Unicharm released Aiken Genki Silver Dish for Dogs Aged

- 11 and Older and Silver Spoon for Cats Aged 11 and Older in response to the continued increase
in the number of older dogs and cats. Unicharm reinforced its lineup with the focus on products
in the differentiated market segment by adding new product lines, including Sifver Spoon for Cats
Aged 11 and Older for older cats.

As a result, net sales to external customers in Japan increased by ¥4,577 million compared
with the previous interim fiscal period, to ¥103,264 million. Operating income rose by ¥250
million compared with the previous interim fiscal period, to ¥11,025 million.

2) Asia

In the overseas business in Asia, the Company boosted sales steadily both in the baby care
business and the feminine care business. The Company started production of sanitary products
in a plant newly established in Vietnam in April, making full-scale inroads into that country.

As a result, sales to external customers in Asia rose by ¥8,320 million compared with the
previous interim fiscal period, to ¥34,507 million. Operating income increased by ¥1,049
million compared with the previous interim fiscal period, to ¥3,169 million.

3) Europe and the Middle East

In the overseas business in Europe and the Middle East, the Company steadily expanded sales of
adult-use incontinence care products and baby and child care products in Europe. In the Middle
East, the Company boosted its supply capacity by enhancing production equipment for baby paper
diapers at UGHI. The Company also introduced production equipment for sanitary napkins and
fully started marketing the products.

As a result, sales to external customers in Europe and the Middle East amounted to ¥22,550
million, up ¥4,028 million compared with the previous interim fiscal period, while operating
income rose ¥50 million YOY to ¥512 million.

(2) State of Cash Flows
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Cash and cash equivalents as of the end of the interim fiscal period under review amounted to
¥71,158 million, representing a increase of ¥5,708 million from the prior fiscal year end, as cash
flows from operating activities increased ¥18,928 million, those from investing activities
decreased ¥10,881 million and those from financing activities decreased ¥2,389 million.

{Cash Flows from Operating Activities)

Cash flows from operating activities during the interim fiscal period under review increased
¥18,928 million, mainly as a result of ¥14,498 million in income before income tax and other
adjustments, ¥7,002 million in. depreciation expenses and ¥4,117 million used to pay corporate
income tax and other charges.

(Cash Flows from Investing Activities) )

Cash flows from investing activities during the interim fiscal period under review decreased
¥10,881 million. This was mainly because of expenditures of ¥8,562 million in acquisition of
tangible fixed assets such as building additional facilities mainly to cope with the expansion of the
scope of overseas business, and expenditures of ¥2,305 million in acquisition of investment

securities.

(Cash Flows from Financing Activities)

Cash flows from financing activities during the interim fiscal period under review decreased
¥2,389 million compared with the previous interim fiscal period, primarily because of a decrease
in short-term bank loans by ¥470 million and expenditures of ¥1,416 million for payment of
dividends.
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2.  [Production, Orders (Received) and Sales]
(1) Production Results
Interim Consolidaied Fiscal Period under Review
Business Segment (April 1 - September 30, 2007)
Amount (Millions of Yen) YOY Change (%0}

Personal Care 135,142 6.0
Pet Care 17,670 38
Others 5,268 (2.0)

Total 158,081 5.5

(Notes) 1. The forcgoing amounts are expressed in sales price equivalents,
2, The foregoing amounts do not include Consumption Tax, etc.

(2) Orders (Received)

The Company does not produce its products on a job-order basis.

(3) Sales Results

Interim Conselidated Fiscal Period under Review
Business Segment (April 1 - September 30, 2007)
Amount (Millions of Yen) YOY Change (%)
Personal Care
Baby and child care prodocts 65,218 10.5
' Feminine care products 36,057 15.5
Others 35574 i.5
Sub Total 136,850 12.0
Pet Care 18,135 13.8
Others 5,336 L0
Total 160,322 11.8

{Notes) 1. Sales by major wholesale distributor and ratio of net sales.

Wholesale distributor Previous imterim consolidated fiscal period Interim consolidated fiscal period under review
' (Aprit | — September 30, 2006) (April 1 — September 30, 2007)
Sales Ratio of net sales Sales Ratio of net sales
(Millions of Yen) (%) (Millions of Yen) (%)
ARATA Co., Ltd. 18,752 13.1 21,597 13.5

2. The foregoing amounts do not include Consumption Tax, etc.

3. [Issues Facing the Group]
Fortunately, during the interim fiscal period under review, the Unicharm Group was not faced with

any significant new business or financial issues or changes in circumstances,
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4.

5.

{Important Business Contracts/alliances, etfc.]
No materialty important contracts, etc. were executed during the interim fiscal period under

review.

[Research and Development Activities)
Through its research and development activities conducted mainly at the technical center and
engineering center located in Kannonji-city (Kagawa), the Unicharm Group has constantly
upgraded its non-woven fabric techmology, special polymer-based absorbent technology and
know-how on paper and pulp under the basic guiding principle of “Continuing to Create New
Value through Technological Innovation” with the philosophy of “Becoming No. 1 by Continually
Doing its Best” The Group faces the ongoing challenge of developing top-notch products in
respective categories and feduciug the lead time between product development and market
introduction.

The research and development expenses for the entire Unicharm Group amounted to ¥2,287

million during the interim fiscal period under review. The major achievements were as follows:

Personal Care Business

In the category of baby care products, in the large-size diaper market, which tends to expand
because of a delay in ending the use of diapers, the Company launched Moony Man Super Big
Size, designed to be womn comfortably even by big children, by adopting gathers that are soft to
the touch and that hardly leave any marks on the skin, 2 wide absorber capable of holding plenty
of urine and a simple design like underwear. With this new product, the Company extended the
range of sizes and reinforced its brand power.

Unicharm strived to improve customer satisfaction by improving products in terms of product
quality and function, by additionally adopting an antibacterial pure sheet that is gentle to the skin
in Moony Sara Sara Magic and Moony Man Sara Sara Magic 1o meet growing needs for skin
care.

In the overseas markets, the Company strived to enhance merchandise capability in the
premium market in the particularly rapidly growing Chinese market by introducing Mommy Poko
Antibacterial Layer Care, with the newly developed thin-type soft ebsorber and three-dimensional
crotch gather, in order to precisely grasp consumer needs and reconcile comfort in use and basic
functions at high levels. For Mommy Poke Shunkyu Kanse in the middle line, Unicharm
succeeded in making the preducts slim for sizes for boys and girls in order to improve comfort in
use. Through these efforts, the Company drastically reorganized all sizes of baby paper diapers
in the premium line and the middle line, reinforcing its brand power.

Furthermore, the Company developed Monpny Poko Pants Standard, a pants-type paper
diaper, in which high performance is realized despite its low price, for the economy market in

-17-



ASEAN. With the successful introduction of the newly developed diapers in Indonesia for a
starter, the Company established a footing for global development in the future.

In the feminine care product segment, Unicharm launched Sofy Hadaomoi, a next-generation
napkin with Funwari Naminami sheet (FLC sheet), a newly developed top sheet different from
the conventional mesh-type and non-woven top sheets, as a type for sensitive skin prone to
irritation. The new product has obtained favorable responses from many customers, since it
controls the stimulation of menstrual flow itself and the stimulation of the napkin through
functions realized by three innovations: reform of absorbency, which reduced the amount of
menstrual blood remaining on the surface to 10% of that in the existing products (of the
Company); reform of gentleness to the skin, which reduced the area in contact with the skin by
50%; and reform of moisture discharge and absorption, which cut down on sweat remaining on the
surface by boosting the amount of air permeation by 2.3 times and the amount of meoisture
absorption by 140%. This new product contributed to the creation of a new market in the skin
care category.

From the Center-In brand, the Company additionally released Fuwa Fuwa Slim type, which
is softer to the touch, and reformed all the compact series products by raising the center absorption
function, in an effort to improve customer satisfaction and reinforce the brand power.

In the rapidly growing light incontinence market, the Company endeavored to promote
purchases and rejuvenate the market by changing the designs of the packages of all
water-absorbing liners of Charm Nap, which has obtained favorable responses as the top brand of
incontinence care for women, to brighter designs suitable for women so that customers easily take
the products in their hands.

In the health care business and from the Lifree brand that aims at improving overall quality of life
(QOL) with its full lineup, the Company released Lifree Men’s Guard Slim, a triangular slim pad
designed and developed exclusively for urine care for men. This new product has obtained
favorable responses from many customers for the easiness of changing ordinary underwear to
water-absorbing underwear and comfort in use. The Company endeavored to improve
comfortableness corresponding to the needs of customers, and reinforced the brand power by
pushing forward with a proposal for using the new product and Slim Wear, which is the first
water-absorbing underwear with a slim absorber exclusively for incontinence care, using a flexible
stretchy material and launched in the spring this year, in accordance with how it is used in
everyday life.

For Lifree Sawayaka Pad, the Company strived to promote purchases and revitalize the
market by adopting a newly designed package that eliminates out images associated with old age

and nursing care,
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In the clean & fresh business, the Company strives to provide household cleanliness, relief and
freshness to its customers via products developed with its core technologies in non-woven fabric
and absorbent materials.

In Wave Handy Wiper, which has been enjoying popularity among customers, the Company
improved the soft faeling and easiness in attaching the three-dimensional sheet, and additionally
released Extensible Type, which enables users to easily clean high places that could not be
reached by hand and the inmer parts of openings. The Company improved customers’
understanding of the product by adopting a clear package that aflows users to see the contents,
which contributed to further improving brand recognition and revitalizing the market.

In the Silcor Wet Tissue series, Unicharm renovated the quality and function of the Silcot Wet
Tissues Anshin Jokin (non-alcohol type) by newly including an antibacterial component derived
from natural plants to the product, and released Silcot Wet Tissues Alcohol Jokin Wet Towel,
which can eliminate bacteria from fingers and places around dining tables. Through such efforts,
the Company reinforced the product lineup, further revitalizing the market in accordance with the
characteristics of segments.

In the personal care business, Unicharm proceeded to establish evidence of the safety and quality
of products and strived to publicly announce the results of research through technological public
relations activities, led by the Institute for Life Science, which scientifically analyzes the actual
way of living and comfortableness of consumers. For example, the Company conducted joint
research with academic institutions, including the University of Tokyo, Kyoto University, Kobe
University and Kansai Medical University: research on mother and child interaction when diapers
are changed; research on fit of pants-type diapers for the elderly; demonstration of the itchy effect
of sanitary napkins through clinical tests; proof of a reduction (by one-fifth) of the occurrence of
influenza among children by wearing masks; 2nd other research and proof,

As a result of the foregoing deveiopmeuts, research and development costs for the personal

care business during the interim fiscal period under review amounted to ¥2,060 million.

Pet Care Business
Consolidated subsidiary Unicharm PetCare Corporation conducts basic research and product
development for the pet care business based on the corporate philosophy of “Comfortable Pet Life
through Health and Cleanliness.” The Company works on product development and basic
research for pet food products at the plant in Itami City, Hyogo Prefecture, and for pet toiletries in
Kannonji City, Kagawa Prefecture.

In the pet food category, the Company focused its efforts on pet food product research and
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development to offer pets long, healthy lives by responding precisely to the nutritional needs of
pets according to such individual characteristics as age, build, and weight. The Company
developed and released such products as Silver Spoon Pouch, a pouch-type wet cat food,
following Silver Spoon Can, which was launched in the autumn 2006, and Geins Pakkun ~
Chicken White Meat, a semi-raw type of dog food.

In pet toiletries, the Company continually works to develop products that address needs for pet
cleanliness and for the cleanliness of living environments shared with pets. The Company
developed and launched Dry Pet Sheet ZER(O—One, a sheet for disposing of dog excrement that
absorbs urine three times faster than the Company’s existing similar products.

Due to the sbove efforts, research and development costs for the pet care business in the
interim fiscal period under review totaled ¥216 million.

Other Businesses
In the food-wrapping materials business that caters to supermarkets, etc., the Company expanded
its product lineup by taking advantage of its core technologies in unwoven fabric and absorbent
materials.

As a result, the research and development expenses for the other business amounted to ¥10

million during the interim fiscal period under review.

-20-



Section 3 [Facilities and Equipment]

1. [Main Facilities and Equnipment]

There was no material change during the interim fiscal period under review.

2  |Planned Construction, Removal, etc. of Facilities and Equipment]
During thé interim fiscal period under review, there was no construction of important facilities or
equipment, no material change (including removal) and no completion of any important plan for
facilities or equipment that had been planned as of the end of the previous fiscal year.
The Company made no new plans during the interim fiscal period under review regarding

construction or removal, etc. of important facilities/equipment.
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Section 4 [State of the Company]

. 1. [State of Stocks, etc.]

(1) [Aggregate Number, ete, of Stocks]
1} [Aggregate Number of Stocks]

Type Aggregate Number of Issuable Shares
Common Stock 275,926,364
Total 275,926,364
2} [Stocks Issued and Qutstanding]
Name of the
financial instruments
exchange where the
Number of Shares Issued Number of Shares company is listed or
Type as of the End of Interim | Issued as of the Date of name of the c
Fiscal Period Report registered end
{September 30, 2007) {December 17, 2007} authorized
association of
financial instruments
firms
X : Standard stock of the Compamy
First Section, Tokyo y . H
Common Stock 68,981,591 68,981,591 with full unrestricted voting
Stock Exchange right
Total 68,981,591 68,981,591 - -

-2




(2) [State of Stock Options, etc.]

Stock Options

The stock options issued pursuant to the provisions of Articles 280-20 and 281-21 of the former

Commercial Code (revised in 2001) are as follows:

Resolution of Regular General Meeting of Shareholders held on June 27, 2003

As of the End of Interim Fiscal Period As of the Date of Report
(September 30, 2007) (November 30, 2007)
Number of Stock Options 5,298 5,285
Number of Own Stock Options Included in . .
Stock Options
Type of Stock Common Stock Same as left
Number of Shares 529,800 528,500 -
Amount Paid In &t the Time of Exercise of
Stock Option (Yen) 5,731 per share Same as left
Period for Exercise of Stock Option July 1, 2006 - June 30, 2008 Same as left
Issumnce Price of Stocks and Amount Issuance Price 5,731 Same s left
Credited to Equity in the Cese of lss'u;ng
?Ym’;’ through Exercise of Stock Option Amount credited to equity 2,866 Same as left
n
1) The holders of Stock Options may not
exercise them if the market price of the
common stock of the Compeny at the time of
exercise of the relevant Stock Options is jess
i : than ¥8,200 (which amount shall be adjusted
gmm" Conditions of Exercise of Stock | ;" " come manner es for adjustment of the Same as Jeft
issuance price if eny cause arises for adjusting
the relevant issuance price).
2) Other terms and conditions of exercise are
subject to approval by the Board of Directors
of the Company.
i Transfer of warrants (stock options) is subject
Matters Relating to Transfer of Stock | o0 oonroval by the board of directors of the Same as left

Option

company.

Matters Related to Substitute Payment

Mstters Related to Issumnce of Stock
Options  Accompanying Reorganization
Procedure

(Notes) 1. The number of stocks represented by one Stock Option is one hundred.
2, The number of shares subject to the stock option means the number of new shares scheduled to be issued es per the
resolution of the Regular Meeting of Sharcholders less the mumber of rights eliminated or relinquished for reasons of

retirement, etc.

3. Upon occurrence of 1) or 2) below following the issuance of Stock Options, the paid-in capital amounts shall be adjusted
in accordance with the respective formula (with any fraction rounded up to the nearest yen).

1) An event in which the Company carries out stock split or reverse stock split:
Paid-in capital after adjustment=

Paid-in capital before adjustmentx

Ratio of stock split or reverse stock split
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2) An event in which the Company issues new ordinary stocks of the Company or disposes of
its treasury ordinary stocks at a price lower than market price:
Paid-in capital after adjustment=
Paid-in capital before adjustmentx
Number of shares newly issued x Paid - in amount per share

Number of shares previously issued +
Market price

Number of shares previously issued + Increase in number of shares as a resuit of new issuance

Reschition of Regular General Meeting of Shareholders held on June 29, 2004

As of the End of Interim Fiscal Period As of the Date of Report
. " (September 30, 2007) (November 30, 2007}

Number of Stock Cptions 6,874 6,983
Number of Own Stock Options Inctuded in . .
Stock Options
Type of Stock Common Stock Same as left
Number of Shares 687,400 686,300
Amount Paid in at the Time of Exercise of Same 8s keft
Stock Option (Yen) 5,702 per sharc
Period for Exercise of Stock Option Tuly 1, 2007 — June 30, 2009 Same es feft
Issuance Price of Stocks end Amount Issuance Pri 2 Szme as left
Credited to Equity in the Cese of suing e Price 3,70
S(Yt.:lcll):s through Exercise of Stock Option Amount credited to oquity 2,851 Seme s jeft

1) The holders of Stock Options may pot Same as left

excreise them if the merket price of the
common stock of the Company at the time of
exercise of the relevant Stock Options is less
o . than ¥8,200 (which amount shall be adjusted
gﬁ;wd Conditions of Exercis of Stock in the same manmner as for adjustment of the
. issuance price if any cause arises for adjusting
the relevant issuance price).
2) Other terms &nd conditions of exercise are
subject to approval by the Board of Directors
of the Company.

. Transfer of warrants (stock options) is subject Seme #s jeft
Mal:ﬁ:rs Relating to Transfer of Stock to the 1 by the borrd of di of the
Option company.

Matters Related to Substitute Payment ) - -

Matters Related to Issuance of Stock
Options  Accompmnying Reorganization - -
Procedure
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(Notes) 1. The number of stocks represented by one Stock Option is one hundred.

2. The number of shares subject to the stock option means the number of new shares scheduled to be issued as per the
resolution of the Reguler Mesting of Shareholders less the number of rights eliminated or relinquished for reasons of
retirement, ete,

3, Upon occurrence of 1) or 2) below following the issuance of Stock Optiens, the paid-in capital emounts shall be adjusted
in accordance with the respective formula (with any fraction rounded up to the nearest yen).

1) An event in which the Company carries out stock split or reverse stock split:
Paid-in capital after adjustment=
1
Ratio of stock split or reverse stock split

Paid-in capital before adjustmentx

2) An event in which the Company issues new ordinary stocks of the Company or disposes of
its treasury ordinary stocks at a price lower than market price:
Paid-in capital after adjustment=
Paid-in capital before adjustmentx
Number of shares newly issued x Paid - in amount per share

Number of shares previously issued +
- Market price

Number of shares previously issued + Increase in number of shares as a result of new issuance

(3) [Details of Rights Plan}

There are no relevant matters to repott.

(4) [State of Aggregate Number of Stocks Issued and Outstanding, Capital, etc.]

g&l mg;::;rﬂ:’ef tl:ta] num%gh :f Change in Balance of Change in Balance of
Date outstanding outstending capital capital capital reserve | capital reserve
shares shares {Milkions of Yen) illions of Yen) | (Miltioos of Yen) | (Millions of Yen)
September 30, 2007 - 68,981,591 - 15,992 - 18,590
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(5) [Principal Shareholders]

As of September 30, 2007

Number of Shares P:r;c:lt:!?m tho Shares Held in
Name Address Held Number of Shares
(Thousands) Outstanding
, . 4087-24 Kawanoe-cho,
Unitec Corporation Shikoku-Chuo City, Ehime 12,368 1793
3-25-27-1301 Takanawa,
Takahara Kosan K.K. Minato-ku, Tokyo 3418 4.96
1712 Kawanoe-cho,
Takahara Fund P.L.C. Shikoku-Chuo City, Ehime 3,120 4.52
The Master Trust Bank of Japan, | 2-11-3 Hamamatsu-cho,
Ltd. (Trust Account) Minato-ku, Tokyo 2,264 3,28
200 Claredon Street P.O. Box
Investors Bank (Standing Proxy: | 9130 Boston, MA, U.S.A.
Standard Chartered Bank} {2-11-1 Nagata-cho, Chiyoda-ku,
Tokyo) 2,229 3.23
State Street Bank and Trust P.0.Box 351 Boston, MA, USA
Company (Standing Proxy: (6-7 Nihombashi Kabuto-cho,
Mizuho Corporate Bank, Ltd.) Chuo-kn, Tokyo) 2,106 3.05
. . 1-6-6 Marunouchi, Chiyoda-]
Nippon Life Insnrance Company Tokyo oue yodake, 1,934 2.80
S 1-3-8 Kamiya-cho, Naka-ku,
The Hiroshima Bank, Ltd. Hiroshima City, Hiroshima 1,920 278
1 Minami Horibata-cho,
The Iyo Bark, Ltd. Matsuyama City, Ehime 1,699 2.46
Japan Trustee Service Bank, Ltd. .
(Trust Account) 1-8-11 Harumi, Chuo-ku, Tokyo 1,555 2.26
Total - 32,618 47.29

(Notes) 1. Although the Company holds 4,557,000 treasury shares (6.61%), it is not included in the foregoing list of
principal shareholders as these shares are without voting rights.

2, On July 19, 2007, Barclays Global Investors Japan Trust & Banking Co., Ltd. and seven other joint
sharcholders submitted a significant shareholding report (Change Report) in relation to the Company’s shares,

stating that it held the below-noted stock certificates, etc. as of July 13, 2007, However, the Company did

not include it in the foregoing Hst of principal shareholders as the Company was unable to confirm the

number of beneficiary stockholders as of the end of the interim fiscal period under review.  The contents of

the significant shareholding report by Barclays Global Investors Japan Trust & Banking Co., Lid. and seven

other joint shareholders are as follows:

Name

Address

Number of Shares Held Percentage of Shares

__{in thousand shares)

Certificates Held (%)

sharcholders

Barclays Global Investors
Japan Trust & Banking Co., | 1-1-39 Hiroo, Shibuya-ku,
Lud. and seven other joint | Tokyo and others

2,905 421
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(6) [Voting Rights]

1) [Shares Issued and Outstanding]

As of September 30, 2007

Category

Number of Shares

Number of
Voting Rights

Contents

Non-Voting Shares

Shares with Limited Voting
Right (Treasury Stock, etc.)

Shares with Limited Voting
Right (Others)

Shares with Full Voting Rights
(Treasury Stock, etc.)

(Treasury Stock)
Common Stock 4,557,100

Standard shares of our Company with
no limitation imposed on their rights

Shares with Full Voting Right
{Others)

Common Stock
64,389,000

Same as above

Fractional Shares

Common Stock
35,491

Same as above

Agpregate Number of Shares
Issued and Outstanding

68,981,591

Agpregate Number of
Shareholders’ Voting Rights

643,895

{(Notes) 1. *“Shares with Full Voting Right (Others)” include 400 shares (representing 4 voting rights) in the name of
Japan Securities Depository Center Inc.
2. “Fractional shares” include 65 treasury shares held by our Company.

2) [Treasury Stock, etc.}

As of September 30, 2007

Percentage of Shares

Number of Number of Aggregate Held in Relation to

Name of Owner Address of Owner Shares Heldin | Shares Held in Number of Aggrepats Number

Its Own Name Others’ Names Shares Held of Shares
Outstanding |
(Treasury Stocks) 182 Shimobun, Kinsei-cho, _

Unicharm Corporation Shikoku-Chuo City, Ehime 4,557,100 4 557,100 6.61
Total : 4,557,100 ) 4,557,100 6.61

2. [Changes In Share Price]
[Monthly Share Price Highs and Lows during Relevant Interim Fiscal Period]

Month April 2007 May 2007 June 2007 July 2007 | Avgust2007 S“gtgg;b“
High (Yen) 7,490 7,120 7,120 7,600 7,280 7,070
Low (Yen) 7,020 6,580 6,620 6,470 6,240 6,430

(Note) Share price highs and lows are from the First Section, Tokyo Stock Exchange.

3. [Executive Officers]

There were no changes in executive directors during the period from the submission date of the

previous term’s Securities Report to the submission date of this Interim Report.
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Section 5 [Financial Standing]

1. Method of Preparation of Interim Consolidated Financial Statements and Interim Financial
Statements

(1)

The interim consolidated financial statements of the Company are prepared in accordance
with the Rules Conceming Terms, Forms and Methods of Preparation of Interim

" Consolidated Financial Statements (Ministry of Finance Ordipance No. 24 of 1599;

@

hereinafter referred to as “Rules on Interim Consolidated Financial Statements™).

The interim consolidated financial statements of the Company were prepared in accordance
with the pre-revision Rules on Interim Consolidated Financial Statements up until the
previous interim consolidated fiscal period (from April 1, 2006 to September 30, 2006) and
are prepared in accordance with the revised Rules on Interim Consolidated Financial
Statements in the consolidated fiscal peried under review (from April 1, 2007 to September
30, 2007).

The interim financial statements of the Company are prepared in accordance with the Rules
Conceming Terms, Forms and Methods of Preparation of Interim Financial Statements
(Ministry of Finance Ordinance No. 38 of 1977; hereinafter referred to as “Rules on Interim
Financial Statements™). ‘

The interim financial statements of the Company were prepared in accordance with the
pre-revision Rules on Interim Financial Statements up until the previous interim fiscal period
{from April 1, 2006 to September 30, 2006) and are prepared in accordance with the revised
Rules on Interim Financial Statements the interim fiscal period under review (from April 1,
2007 to September 30, 2007).

2. Audit Certification .
The Company has had Audit Corporation Tohmatsu audit the interim consolidated financial
statements covering the previous interim consolidated fiscal period (April 1, 2006 to September 30,

2006) and the interim financial statements covering the previous interim fiscal period (April 1,
2006 to September 30, 2006) pursuant to the provisions of Article 193-2 of the Securities and
Exchange Law, and the interim consolidated financial statements covering the inferim
consolidated fiscal period under review (April 1, 2007 to September 30, 2007) and the interim

financial statements covering the interim fiscal period under review (April 1, 2007 to September
30, 2007) pursuant to the provisions of Article 193-2, Paragraph 1 of the Financial Instruments
and Exchange Law.
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1 [Interim Consolidated Financial Statements, ete.]

(1) [Interim Consolidated Financial Statements]
1) Interim Consolidated Balance Sheet

(Amounts in Millicns of Yen)
End of Previous Interim | End of Interim Consolidated | Conacnsed Comsohdaied
Consolidated Fisca! Period | Fiscal Period under Review i Fi’mlmy“ m‘
(as of Scptember 30, 2006) | (as of September 30, 2007) C“(as‘sond““"‘l{ b3l 2007)
. Note Percentage Percentage Pereentage
ificati
Class on No. Amount ) Amount %) Amount %)
(Assets)
1 Current assets
1 Cash and deposits 59,613 67,355 65,471
2 Motes aod accounts g 34,085 36,265 38,011
3 Marketable securities 12,749 16,779 13,112
4 Inventories 20,057 19,454 20376
5 Other current essets 5,651 5,900 5,687
Allowance for bad debts (70) (66) an
Total current asseis 132,086 527 145,689 527 142,588 53.1
II Fixed assets
I Tangible fixed assets *2
(1) Buildings and other
A 24,631 26,603 25,204
{2) Machinery,
et and 40,766 47,778 45,450
@) Land 10,235 9871 9,975
{4) Coanstruction in
progress 3,420 4,485 430
{5) Other tangible fixed
pasers 1,448 1,733 1,721
Totel tangible fixed assets 80,502 321 90473 328 86,725 322
2 Intangible fixed assets
(1) Goodwill 2,929 2,633 2,724
(2) Other intangible
fixed assts 1,345 1,257 1,302
::sfltsmmg’b“ fixed 4274 17 3,891 14 4,027 L5
3 Investments and other
assets
(1) Tnvestment securities 28,284 29,500 29,604
(2) Other investments 5,782 6,954 5991
Allowance for bad debts {195) (185) (173)
Total {
Total investmeats and BEM| 135 36270 131 ssaz | 132
Total fixed assets 118,648 413 130,634 473 126,175 469
Total Assets 250,735 100.0 276,324 100,0 268,763 100.0
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End of Previcus Interim
Consolidated Fiscal Period
(as of September 30, 2006)

End of Intarim
Consolidated Fiscal Petiod
under Review
(as of September 30, 2007)

Condensed Consolidated
Bealance Sheet for Previous
Consolidated Fiscal Year
{&s of March 31, 2007)

Classification I;I\;)ot.e Amount yor Amount |F m(%m"g) ! Amount Pm(ff;m
(Liabilities)
Current liabilities
1 Notes and accounts "
payable 31,215 32,328 32,721
2 Short-term bank loans 7,519 6,802 6,981
3 Accrued expenses 21,909 24,568 23,328
4 Accrued corporate
income tax 3,614 4,859 3,047
§ Reserve for bonus
payment 3,246 3,368 3,161
6 Reserve for directors’
bonus payment 98 - 191
7 Other current liabilities 5,163 5,980 5437
Total current liabilities 72,767 290 77908 | 282 75370 | 280
Long-term liabilities
1 Long-term debt 626 1,631 1,738
2 Provision for severance
benefits 5876 6,258 6,285
3 Provision for directors’
severance bonus 1,166 - 1,198
4 Other long-term Habilities 5,069 8,171 7,120
Total Jong-term liabilities 12,737 5.1 16,062 58 16,343 6.1
Total Liabilities 85505 | 34.1 93,970 | 34.0 91,714 | 341
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Condensed Consolidated

End of Previous Interim End of Interim Consolidated .
Consolidated Fiscal Period | Fiscal Period under Review | Bayenos Shect for Prorions
(2s of Scptember 30, 2006) | (as of September 30, 2007) (as of March 31, 2007)
T Note Percentage Percantage Perceniage
Classification No. Amount %) Amount %) Amount %)
{Net Assets)
Shareholders’ equity
1. Common stocks 15,992 15,992 15,992
2, Additional paid-in capital 18,590 18,590 18,590
3. Retained camings 133,459 146,184 140,547
4, Treasury stocks 23,108) 23,125) 3,19
Total shareholders® equity 144,934 57.8 157,642 571 152,010 56.6
H Valuation and translation
adjustments, etc.
1. Unreatized gains on
available-for-sate
securitics 6,107 5574 6,960
2. Gains (fosses) on deferred
hedges n o) 4
3, Land revalustion
difference (330 (3249) (324)
4, Foreign currency
translation adjustment 29) 3,153 2,513
Tota! valnation and
translation adjustments, ete. 5,759 2.3 8,403 3.0 9,155 34
I Minority interests 14,536 5.8 16,308 59 15,883 59
Total net assets 165,230 65.9 182,353 66.0 177,049 65.9
Total Labilitics and net
assets 250,735 100.0 276,324 100.0 268,763 100.0
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2) [Interim Consolidated Statement of Income]

{Amounts in Millions of Yen)

Condensed Consolidated
Previous Interim Consolidated | Interim Consolidated Fiscal Statement of Income for .
Fiscal Period Period under Review Previous Consolidated
(April 1 - (April 1 - Fiscal Year
September 30, 2006} September 30, 2007) (from April 1, 2006 -
March 31, 2007)
T Note Percentage Percentage
Classification No. Amount %) Amount %) Amount ™)
et sales 143,397 100.0 160322 100.0 301,8807 100.0
Cost of sales 82,149 573 93,680 584 173,238 574
Gross profit 61,247 427 66,642 416 | 128,641 426
Selling, general and
ministrative 'l 47,826 333 51,942 324 08,711 327
Operating income 13,421 94 14,700 02 29,929 9.9
Non-operating income
1 Interest received 282 338 615
2 Dividends received 149 220 237
3 foreign currency gain or o8 T 338
bss
4 Other non-opetating
incorme 335 835 0.6 371 930 0.6 706] 1,897 0.7
Non-operating expenses
1 Interest paid 205 239 412
2 Sales discount 617 7 1221
3 Other non-operating
ses 114 938 0.7 92| 1,104 0.7 121 1,755 0.6
Ordinary income 13,318 93 14,526 9.1 30,071 10.0
Extraordinary profit
1 Gain on sales of
ivestment ities 0 26 33
2 Gain on sales of fixed
2 1 50 173
3 Gain on reversal of 4 5 g
allowance for bad debts
4 Gain on reversal of
directors’ bonus - 174 .
5 pOﬂ: ' extreordinary
er
profit - 6 0.0 - 257 0.1 9 225 0.1
Extracrdinery Joss
1 Less on disposal of fixed
*3 293 234 792
2 Loss on chemges in
equity of comsolidated 14 25 16
subsidiary
3 Other extraordinary loss 2 310 02 25 284 0.2 4091 1,218 0.5
Interim income before taxes
and other adjustments 13,014 2.1 14,498 9.0 29,078 9.6
income  tax,
inhabitant tax and business 4,924 5,942 10,062
tax
Adjustments on corporate
income tax, k. 636| 5560 39 334 6277 39 1,890 11,952 4.0
Minority interests i net
incoms 905 0.6 1,166 0.7 2,067 0.6
Interim net income 6,548 46 7,054 44 15,058 5.0
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3) [Interim Consolidated Statement of Changes in Shareholders’ Equity]

Previous Interim Consolidated Fiscal Period (April 1 - September 30, 2006) (M.illion.s of yen)
Shareholders’ equity
Common | Additional paid-in Total
2 pal Retained eamings | Treasury stocks sharcholders’
stocks capita! cquity
Balance as of March 31, 2006 15,992 18,590 128,106 (17,105) 145,585
Changes during the ioterim
consolidated fiscal period
Payment of dividends by way
of profit disposal (1,045) (1,045)
Directors' bonus by way of :
profit disposal {149) (149
Net income 6,548 5,548
-| Acquisition of treasury stocks {6,003) {6,003)
Changes (net amount) of items
other then sharchoiders” equity
during the period
Tota! changes during the period - - 5,352 (6,003) (650)
Balance 8s of September 30,
2006 15,992 18,590 133,459 {23,108) 144 934
Valuation and translation adjustments, etc.
Net unrelized | Gains Lend Foign | ,10& | Mioorty | Totluet
gains on (losses) on revaluation exchange and interests assets
gvailable-for-sele |  deferred diffe translation .
oy erence " translation
securities hedges adjustment adiustments
Balence as of March 31,
2006 6,289 - (330) {362) 5,596 14,304 165,486
Chenges during the interim
| consolidated fiscal period
Payment of dividends by
way of profit disposal (1,045)
Directors’ bonus by way of
profit disposal (149}
Net income 6,548
Acquisiion of treasury
stocks (6,003}
Changes (pet amount) of
items other than
shareholders® equity during
the perind (182) 1 - 333 162 232 394
Total changes during the
period (182) 11 - 333 162 232 (255)
Balance as of September
30, 2006 6,107 11 (330) 29) 5,158 14,536 165230
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Interim Consolidated Fiscal Period under Review (April 1 - September 30, 2007)

{Miltions of yen)

Shareholders® equity
Comm Additional paid-i Total
on on2l pRid-i § porsined camings | Tremsury stocks shareholders*
stocks capital "
equity
Balance as of March 31, 2007 15,992 18,590 140,547 (23,119) 152,010
Changes during the interim
consolidated fiscal period
Payment of dividends (1,417) 1417
Net income 7,054 7,054
Acquisition of treasury stocks 5) (5)
Changes (net amount) of items
other than shareholders' equity
during the period
Total changes during the period . - 5,637 (5) 5,631
Belance as of September 30, '
2007 . © 15952 18,500 146,184 (23,125) 157,642
Valuation end translation adjustments, etc,
Netunrealized | Gains Leg | Forim | JOE | Minority | Totaloet
gains on (losses) on revalustion exchange and interests assets
available-for-sale | deferred difference transletion translation
securities hedges adjnstment adjustoents
Balance 85 of March 31,
2007 6,960 4 (324) 2,513 9,155 15,883 177,049
consolidated fiscal period
Payment of dividends (LA17)
Net income 7,054
Acquisition of treasury
stocks (&)
Changes (pet amount) of
items other than
shareholders® equity during
the period (1,386) (4} - 639 (751) 424 (327)
Total changes during the
peried (1,386) {4) - 639 (751) 424 5304
Balance as of September
30,2007 5,574 ()] (324) 3,153 8,403 16,308 182,353
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Previous Consolidated Fiscal Year (April 1,2006 - March 31, 2007)

(Millions of yen)

Shareholders® equity
Common | Additions) paid-in Total
" P Retained earnings | Treasury stocks shareholders’
stocks capital equity
Balance as of March 31, 2006 15,992 18,590 128,106 (17,105) 145,585
Changes during the
consolidated fiscal year
Payment of dividends (2,463) (2,463)
Net income 15,058 15,058
Directors’ bonus {149) (149)
Acquisition of treasury stocks (6,014) (6,014)
Reversal of land revaluation .
difference ) 5
Changes (net amount) of items
other than sharcholders’ equity
during the consolidated fiscal
yeur
Total changes during the
consolidated fiscal year - - 12,440 (6,014} 6,425
Balance as of March 31, 2007 15,992 18,590 140,547 (23,119) 152,010
Valuation and translation adjustments, etc.
Netunrealized | Gains Lng | Forimm | o | Minority | Totelnet
gains on (losses) on revahugtion exchangs and interests assets
available-for-sale | deferred diffescnice translation tramslation
securitics hedges adjustment adjustments
Balance as of March 31,
2006 6,289 - (330) (362) 5,596 14,304 165,486
Changes  during  the
consolidated fiscal year
Payment of dividends (2,463)
Net income 15,058
Directors’ bonus (149)
Acquisition of f{reasury
stocks (6,014)
Reversal of land
revaluation difference {5)
Changes (net amount) of
items other than
shareholders” equity during
the consolidated fiscal year 671 4 5 2,876 3,558 1,578 5,136
Total changes during the
consolidated fiscal year 671 4 5 2,876 3,558 1,578 11,562
Balance as of March 31,
2007 6,960 4 (324) 2,513 9,155 15,883 177,049
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5) [Interim Consolidated Statement of Cash Flows]

(Millions of Yen
Condensed Consolidated
Previous Interim Intarim Consolidated Fiscal | Statement of Cash Flows for
Consolidated Fiscal Period Period under Review Previous Consolidated
(Aprl 1 - (April 1- Fiscal Year
September 30, 2006) September 30, 2007) (from April 1, 2006 -
March 31, 2007}
Classification ];?;: Amount Amount Amount

Cash flows from operating activities
1 Income before tax and other

adjustments 13,014 14,498 25,078
2 Depreciation expense 6,339 2,002 13,184
3 Increase {decrease) in allowance

for bad debts (373) 6 (395)
4 Increass (decrease) for employes

severenes benefity {50) @n 319
5 Increase (decrease) in reserve for

directors® severance bonus 30 - 62
6 Raceipt of interest and dividends (431) (558) (852)
7 Payment of interest 206 239 412
B Gain on sale of fixed essets 0 (50} {173)
9 Loss on disposal of fixed assets 293 234 792
10 Gain on sale of iovestment

scourities 0 26) 33}
11 (Increase) decrease in trade

receivablzs {924) 1,746 {4,851)
12 (Increase) decrease in inventories 3,637 921 (3.956)
13 Increase {docrease) in trade

payables 1,071 (352) 2576
14 Increase {decrease) in other

current liabilities 2,075 {1,175) 5,001
15 Other (1,038) 308 374
Sub-total 16,533 22726 41,629
16 Amount of interest and dividend

received 424 502 847
17 Amours of interest paid (238) {212) (410)
1§ Amount of corporate tax, ete.

_paid {1,978} {4,117) (13,708}
Cash flows from operating activities 8,741 18,928 28357
Cash flows from investing sctivitics
1 Expenditure on acquisition of

marketable securities (51,275) {44,994) (95,688)
2 Income from sale and redemption

of marketable securities 54255 45273 99,427
3 Expenditure on acquisition of

tangible fixed assets 791N (8,562) (20,7600
4 Income from sale of tangible

fixed assets 53 139 567
5 Expenditure on acquisition of

imtangible fixed assets (327 (1%5) {546}
6 Expenditure on ecquisition of

investment securities (2,008) (2,305) (3,012)
7 Income from sale end redemption

of investment securitics 0 53 135
8 Expenditure on purchase of

subsidiaries’ stock sccompanying

changes in the scope of

consolidation (574) - (574)
9 Expenditure on sale of

subsidiaries” stock accompanying

changes in the scope of

consolidation - (76) -
10 Cther 143 (213) 12
Cach flows from investing activities (7.651) (10,881 {20,328)
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Previous Interim

Interim Consolidated

Condensed Consolidated

Consolidated Fiscal Fiscal Periodunder | S reinent of Cash Flows,
Feriod Revicw Fiscal Year
{April 1 - (April 1~ (from April 1, 2006 —
September 30, 2006) September 30, 2007) March 31, 2007)
Classification !:q%te Amount Amount Amount
Il Cash flows from financing
vities
1 Net increase (decrease) in
short-term bank loans {1,381) (470} (2,499)
2 Income from incurrence of
long-term debt 12 - 1,177
3 Expenditure on repayment of
long-term debt {134) 67 (65)
4 Expenditure on acquisition of
treasury stocks (6,003) 5) (6,014)
5§ Amount of dividends paid (1,040) (1,416 2,461)
_ 6 Amount of dividends paid to
minority sharcholders (711) (429 (931)
Cash flows from financing
activitics (9,258) (2,389) (10,795}
IV Cumency trenslation effect on
cash and cash cquivalents 113 51 567
V Increase (decrcase) in cash snd
cash equivalents (8,055) 5,708 (2,199
V1l Amount of cash and cash
cquivalents  outstanding  at
beginning of period 67,649 65,449 67,649
VIl Amount of cash and cash
cquivelents outstanding et end of
period 59,593 71,158 65,449

-37-




Important Matters A ffecting the Preparation of Interim Consolidated Financial Statements

Previous Interim
Consolidated Fiscal Period
{April 1 - September 30, 2006)

Interim Consolidated
Fiscal Period under Review
{April 1 - Scptember 30, 2007)

Previous Consolidated Fiscal Year
(April 1, 2006 — March 31, 2007)

1.Matters related to the scope of
consolidation
All of the subsidiaries of the Company
are consolidated.
No. of consolidated subsidiaries: 25
‘Names of main subsidiarics:
Unicharm Products Co., Ltd.
Unicharm PetCare Corporation
Uni-Charm Co_, Ltd.
United Charm Co., Ltd.
Shanghai Uni-Charm Co., Ltd.
Uni-Charm (Thailand} Co., Ltd.
Uni-Charm  Consumer  Products
{Chins) Co., Ltd.
Uni.Charm Molntycke B.V.
Unicharm Gulf Hygienic Industrics
Ltd. .
Unicharm Products Co., Ltd, a
consolidated subsidiary, ecquired shames
of Mieux Products Co., Ltd,, making ita
consolidated subsidiary starting from the
interim fiscal period under review.

1.Matters  related to the scope of
consolidation
All of the subsidiaries of the Company
are consolidated.
No. of consolidated subsidiaries: 25
Names of main subsidiaries:
{nicharm Products Co., Ltd.
Unicharm PetCare Corporation
LG Unicharm Co., Ltd.
United Charm Co., Ltd.
Shenghai Uni-Charm Co., Ltd,
Uni-Charm (Thailand) Co., Ltd.
Uni-Charm  Consumer  Products
{Ching) Co., Ltd.
Uni.Charm Mbinlycke B.V.
Unicharm Guif Hygienic Industries
Lid.
UBS Corporation became an affifiate,
since the Company sold part of
shares it held in that company in the
interim fiscal period under review.

1.Metters  related to the scope of
consolidation
All of the subsidiarics of the Company
are consolidated.
No. of consolidated subsidiaries: 26
Names of main subsidiaries:
Unicharm Products Co,, Ltd,
Unicharm PetCare Corporation
LG Unicherm Co., Ltd
United Charm Co,, Led.
Shanghai Uni-Charm Co., Ltd.
Uni-Charm (Thailand} Co., Ltd.
Uni-Charm  Consumer  Products
(China) Co., Ltd.
Uni.Charm Moinlycke B.V.
The Company established the following
company in the fiscal year ymder review,
turning it mto a consolidated subsidiary:
UNI-CHARM (VIETNAM) Ca., Ltd.

Unicharm Products Co., Ltd, =

consolidated subsidiary of the Company,

acquired shares in the following

company in the fiscal year under review,

turning it into a consolidated subsidiary:
Mieux Products Co., Ltd.

2. Application of equity method
No. of affiliates to which equity method
wes apphied: 1
Name of main affiliate: The Fun Co.,
Lid,

2. Application of equity method
No. of affiliates to which equity method
was gpplied: 2
Neme of main affiliate; The Fun Co.,’
Led.

2. Application of equity method
No. of affilistes to which equity
method was applied: 1
Neme of main affiliate; The Fun Co.,
Lid.

3. Matters related to interim fiscal closing

dates, etc. of consolidated subsidiarics
Details, etc. of cases where interim
fiscal closing dates differ from the
interim fiscal closing date of the
Compamy
The imterim fscal closing dates for
foreign subsidiaries (9 companies) and
domestic subsidiaries (1 company) are
June 30,
In preparing the interim consolidated
financial statements, mterim financial
statements s of the said date were
used, and nccessary adjustments for
consolidation purposes were made with
respect o emy important transactions
taking place between the seid date and
the interim fiscal closing date.

3. Matters related to interim fiscal closing
dates, ete, of consolidated subsidiarics
Same as left

3. Matters related to fiseal year, etc. of
consolidated subsidiaries
Details, ete. of cases where fiscal
closing dates differ from the fiscal
closing date of the Company
The fiscal closing dates for foreign
subsidiaries (? companics) end
domestic subsidiary (1 company) are
December 31.
In preparing the consolidated financial
statements, financial staternents as of
the said date were used, and necessary
adiustments for consolidation purposes
were made with respect to  any
important transactions taking place
between the said date and the fiscal
closing date.
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Previous Interim
Caonsolidated Fiscal Period
{April 1 - September 30, 2006)

Interim Consolidated:
Fiscal Period under Review
_(Apri} 1 - September 30, 2007)

Previous Consolidated Fiscal Year
(April 1, 2006 — March 31, 2007)

4. Matters related to accounting standard
{1) Standard end mcthod of valuation
of importent assets
1) Marketsble securities
Held-to-maturity bonds
... Amortized cost method
(straight-line method)
Other marketable securities
Marketable securities with fair
market value
... Stated at market based on fair
market value, etc. as of interim
fiscal closing date
(Any valuation gain or loss to
be reported in 8 designated
component of net assets; cost
of sale to be computed by the

4. Matters related to accounting standard
(1) Standard and method of valuation
of important asscts
1) Marketable securitics
Held-to-maturity bonds
... Same as left

Other marketable securities
Marketsble securities with  fair
market value

... Same as left

4. Matters related to accounting standard
(1) Standard and method of valuation
of important assets
1} Marketsble securitics
Held-to-maturity bonds
... Seme as left

Other marketable securities -

Marketable securities with fair

market value

... Stated at market based on fair
market value, ete. as of fiscal
closing dats
{Any valuation gein or loss to
be reported in a designated
component of net assets; cost
of sale to be computed by the

moving-average method) moving-average method)
Marketable securities without fair Marketable securitics without fair Marketable securities without fair
market value market valne market value
... To be stated &t cost based on ... Same as left ... Same as left
the moving-average method
2) Inventories 2} Inventories 2} Inventories
Products end merchandise Products and merchandise Products and merchandise
... Stated at cost based on the ... Same ps left ... Same as left
periodic average method (for
some of the consolidated i
subsidiaries, at whichever is
lower: cost or market vafuz
based on the periodic average
method)
Raw materials Raw materials Rew materials
.. Stated gt cost based on the ... Same as left ... Same as left
moving-average method (for
some of the consolidated
subsidiaries, at cost besed on
the periodic average method)
Work in process Work in process Work in process
.. Stoted af cost based on the ... Same es keft ... Same as left
periodic average method
Supplies Supplies Supplies
... Stated at cost based on the ... Same as left ... Same as left
periodic average method
3) Derivative transactions 3) Derivative transactions 3) Derivative transactions
... Stated at market value based on ... Same as left ... Stated at market value based on
the market price, etc. as of the market price, etc. as of
intertm fiscal closing date fiscal closing date
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Previous Interim
Consolidated Fiscal Period
(April 1 - September 30, 2006)

Interim Consolidated
Fiscal Period under Review
(April 1 - September 30, 2007)

Previous Consolidated Fiscal Year
{April 1, 2006 — March 31, 2007)

(2) Mecthod of depreciation  of
important depreciable assets

1} ngﬂ:le fixed assets
.. Mainly by declining-balance
method, but  straight-line
method epplicable to buildings
(excluding BCCESSOTY
equipment) acquired on or after
April 1, 1998) for the Company
end domestic consolidated
subsidiaries.
Standard useful ycars are &s
follows:
Buildings and other smu:m:es
2 - 60 years
Mechipery, equipment and
vchicles:

2-20 yoars

2) Intangible fixed assots
.. By straight-line method
Internelly estimated useful life
(5 years) for software (for
internal use)

(2) Method of depreciation  of
important depreciable assets

1) Tangible fixed assets
.. Same 25 left

(Chenges in accounting policics)

With the revision of the Corporsation
Tax Law, the Company and its
domestic consolidated  subsidiaries
adopted the depreciation method
based on the revised Corporation Tax
Law for tangible fixed assets acquired
on or after April 1, 2007, cffective
from the interim fiscal period under
review.,  The effect of this change on
profit and loss is insignificant,

(Additional information)

With regard to assets acquired on or
before March 31, 2007, the Company
and its domestic  consolidated
subsidiaries equally amortize,
effective from the interim fiscal period
under review, the difference between
the amount cquivalent to 5% of the
acquisition value and the remainder
value over a period of five years,
starting from  the  following
consolidated fiscal year of the
consolidated  fiscal year when
depreciation  finished to  the
depreciation limit. The cffect of this
change on profit and loss s
insignificant,

2) Intangible fixed nsscts

.. Same as left

(2) Method of depreciation
important depreciable assets
1) Tangible fixed assets
.. Same as left

2} Intangible fixed assets
.. Same as left

of
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Previous Interim
Consolidated Fiscal Period
{Apri! 1 - September 30, 2006)

Interim Consolidated
Fiscal Period under Review
{April 1 - Scptember 30, 2007)

Previous Consolidated Fiscal Year
(April 1, 2006 — March 31, 2007)

(3) Appropriation stsndard applicable to

important provisions
1} Allowance for bad debts

.. In order to provide for losses
from bad debts, the Company
and its subsidiaries in Japan
appropriste estimated amounts
based on ectual bad debts with
respect to their general claims
and estimated non-recoverable
amounts bascd on individual
examinations of recoverability
of their specified claims
including doubtfil receivables.
The overscas  consolidated
subsidiaries eppropriate
estimated unrecoverable
amounts mainly with respect o
their specified claims.

2) Provision for employees® bonus
... An amount comesponding to
the mtzrim fiscal period under
review is appropriated for the
ncxt payment of employess’
bonus.
3) Provision for dircctors” bonuses

. To provide for paymem of
directors’ bomses, the
Company  appropriates  the
amount thet is assumed to have
accrued s of the end of the
interim  fiscal period under
review, based on the estimeted
amount of peyment as of the
end of the fiseal year under
review.

(3) Appropristion standard applicable to
important provisions
1) Allowance for bad debts
.. Same a5 left

2) Provision for employees’ bonus
... Same as left

3) Provision for directors’ bonuses

(Additiona] information)

Following a revision of the directors’
compensation  system,  directors'
bonuses are to be included i
compensation eand  the  dircotors’
bonuses set aside in the previous fiscal
year will not be paid.  Therefore, the
reserve for directors’ bonus payment
was reversed- in the interim fiscal
pericd under review and gein on
reversal of reserve for directors” bomus
payment of ¥174 million is posted
under extraordinary profit.

(3) Appropriation standard spplicable to
important isions
1) Allowance for bad debts
.. Same as left

2) Provision for employees’ bonus
. An amount comesponding to
the fiscal year under review is
approprigted for the next
paymeat of employees’ bonus.

3) Provision for directors’ bomuses

. To provide for payment of
directors’ bomuses, the
Company  appropriates  the
amount of boous obligations as
of the cnd of the consolidated
fiscal year under review, based
on the cstimated emount of
payment as of the end of the
consolidated fiscal year under
review,
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Previous Interim
Consolidated Fiscal Period
{April 1 - September 30, 2006)

Interim Consolidated
Fiscal Period under Review
(April 1 - September 30, 2007)

Previous Consolidated Fiscal Year
(April 1, 2006 ~ March 31, 2007)

4} Provision for employees’
severance benefits
.. Out of the estimated amount of

pension  obligations  and
annuity assets as of the end of
the fiscal year under review,
the amount that is assumed to
have accrued es of the end of
the interim fiscal period under
review is appropristed.
Past-work liebility is expensed
on the pro-rata fixed installment
basis over a certain specific
number of years (5 years)
within the length of the
remaining period of service of
the employess at the time of
sccrual of the said difference.
Any prithmetic difference is
cxpensed on the pro-rata fixed
installment basis over a certain
specific number of years (10
years) within the length of the
remaining period of service of
the employees &t the time of
accrual of such a difference.

5) Provision for dircctors® severance
bonus
... In order to provide for payment

of directors’ severance bonus,
the Company and some of its
consolidated subsidiaries
appropriate  the  pocessary
amount for payment as of the
end of the interim fiscal period
under review in accordance
with the Rules on Directors’
Severance Bonus,

4) Provision for employees’
severance benefits
... Same as left

5) Provision for directors’ severance
benus

{Additional information}

The Company and some of ifs
consolidated subsidiaries decided to
pay directors’ severance bonus
following the abolition of the system
of directors’ severance bonos, and
reversed  the whole amount of
provision for directors’ secverance
bonus in the interim fiscal period
under review,  Severance bonus
peyable of ¥1,131 million is included
in “Other long-term liabilities™ under
Long-term liabilities.

4} Provision for employees’
scveranos benefits
.. Out of the estimated amount of
pension  obligations  and
anmuity assets as of the end of
the fiscal year under review,
the amount that is assumed to
have accrued as of the end of
tho fiscal year under review is
appropriated.
Past-work liahility is expensed
on the pro-rata fixed instaliment
basis over a certmin specific
pumber of years (5 years)
within the length of the
remaining period of service of
the cmployees at the time of
accrual of the said difference.
Any earithmetic difference s
expensed on the pro-rata fixed
installment basis over a certain
specific number of years (10
years) within the length of the
remaining period of service of
the employees at the time of
accrual of such = difference.
5) Provision for directors’ severance
bonus
.. In order to provide for peyment
of directors” severance bonus,
the Company and some of its
consolidated subsidiaries
appropriate  the  necessary
amount for payment as of the
end of the fiscal year under
review in accordance with the
Rules on Directers’ Severance
Bonus.
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Previous Interim
Consolidated Fiscal Period
(April 1 - September 30, 2006)

Interim Consolidated
Fiscal Period under Review
(April 1 - September 30, 2007

Previous Consotidated Fiscal Year
(from April 1, 2006 - March 31, 2007)

(4)Criteria for translation of important

foreign curency-denominated  assets
and lisbilitics into Japanese Yen

Forzign currency-denominated claims
and debts are transiated into Japancse
Yen at the spot foreign exchange rate
prevailing on the interim fiscal closing
date, and any conversion differences
are treated as gain or loss. The assets
and lishilities of overseas subsidiaries,
cic, are ranglated into Japanese Yen at
the spot forcign exchange rate
prevailing on the interim fiscal closing
date; their earnings and expenses are
translated into Japancse Yen at an
average foreign exchenge rate for the
relevant period, and the transletion
diffsrence is included i the accounts of
foreign exchanpe transletion

adjustments and minority interests |

within net assets,

(5)Method of treating important lease

transactions

The eccounting treatment similar to the
method applied to conventional leases
is applied to financial leases other than
those where the ownership of the leased
properties is deemed to transfer to the
fessees.

(6) Important method of hedge accounting
1) Method of hedge accounting

Deferred hedging is used.
Designation of hedges is applied to
foreign currency-denominated claims
and debts carrying exchange contracts.

-1 2) Method and subject of hedging

Method of hedging
... Exchange contracts

Subject of hedging
... Scheduled  foreipn  cumrency-
denominated transactions

3) Hedging policy

For exchange contract transactions and
currency option transactions, foreign
exchange fluctuation risks are hedged
in accordance with “Management
Policy on Derivative Transactions,” an
in-house hedging regulation of the
Compsmy.

4) Method of assessing effectiveness of

hedging

Judgment &s to the effectiveness of
bedging is omitied, s it is assumed that
the principal amount of the hedging
method and the importent terms
concerning the hedgs are identical, and
foreign exchange or cash flow
fluctuations will be fully offset at the
time of comumencement of hedging and
continuously thereafter,

{4)Criteria for trenslation of important

foreign cwrrency-denominated  assets
and liabilities into Japanese Yen
Same as left

(5)Method of treating important lease

transactions
Same as left

(6) Important method of hedge accounting
1} Method of hedge eccounting

Same as left

2) Method and subject of hedging

Method of hedging
... Pxchange contracts and currency
options

Subject of hedging
... Scheduled  foreign  currency-
denominated transactions

3) Hedging policy

Same as left

4} Method of assessing cffectiveness of

hedging
Same as left

@) Criteria for transiation of important

foreign currency-denominated assets
and liabilitics into Japanese Yen
Foreign cumency-denominated claims
and debts are converted into Japanese
Yen at the spot foreign exchange mte
preveiling on the fiscal closing date,
and any conversion differences are
treated as gain or foss. The assets and
liabilities of overseas subsidiaries, etc.
are converted into Japanese Yen at the
spot forcign exchange rate prevailing
on the fiscal closing date; their eamings
and expenses are comveried into
Japanese Yen at an average forcign
exchange rate for the relevant peried,
and the cooversion difference s
included in the accounts of minority
interests and foreign  exchange
translation edjustments within  net
asscts

(5)Method of treating important lcase

trangactions
Same as left

(6) Important method of hedge accounting
1) Method of hedge accounting

Same as left

2) Method and subject of hedging

Method of hedging
... Exchenge contracts

Subject of hedging
... Scheduled  foreign  cumrency-
denominated transactions

3) Hedging policy

Same gs left

4) Mecthod of assessing effectiveness of

hedging
Same as left
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Previous Interim
Consolidated Fiscal Period
(April 1 - September 30, 2006)

Interim Consolidated
Fiscal Period under Review
(April i - September 30, 2007)

Previous Consolidated Fiscal Year
(from April 1, 2006 - March 31, 2007)

(7} Other important matters for preparation
of interim consolidsted financial
statements
Accounting treafment of Consumption
Tax, ete.

For accounting purposcs, amounts on
the interim consolidated financial
statements are reported net of
Consumption Tax and Local

Consumption Tax

(7} Other important matters for preparation
of interim consolidated financial
statements
Accounting treatment of Consnmption
Tax, cic.

Same as Icft

(7) Other important matters for preparation
of consolidated financial statements
Accounting treatment of Consumption
Tax, etc.

Same as l2ft

5 Scope of funds in the interim
consolidated staternent of cash flows

. The funds consist of cash on hand,
demand deposits end  highly liquid
short-term investroents with maturities
of three months or less, readily
convertible into cash, and camy
extremely Jow price-fluctuation risks.

5 Scope of funds in the interim
consolidated statement of cash flows
Same a5 left

5 Scope of funds in the consolidated
statement of cash flows
Same as left

Changes in Accounting Treatment

Previous Interim
Consolidated Fiscal Period
(April 1 - September 30, 2006)

Interim Consolidated
Fiscal Period under Review
(April 1 - September 30, 2007)

Previous Consolidated Fiscal Year
{from Apri! 1, 2006 - March 31, 2007)

(Accounting Standard for  Directors’
Bonus)

Effective from the interim fiscal period
under review, the Company and its
domestic subsidiaries edopted “Accounting
Standard for Directors’ Bonus™ (ASBI
Statement No. 4 issued on November 29,
2005). As a rcsult, operating income,
ordinary income and income before taxes
and other adjustments decreased by ¥98
million each in comparison with the
amount calcutated in accordance with the
conventional method.

The effect of this change on the segment
information is stated in the relevant
section,

{Actounting Standards for the Presentation
of Net Assets in the Balance Shect)
Effective from the interim fiscal period
under review, the Company adopted
“Accounting Standard for Presentation of
Net Assets in the Balance Sheet” (ASBI
Staternent No. 5 issued on December 9,
2005 and ASBJ Guidance No. 8 issued on
December 8, 2005.)

The emount of what was previously
presented a5 “Sharcholders’ Equity” was
¥150,682 million.

Because of the amendment of the Rules on
Interim Consolidated Financial Statements,
the Company prepared the presentation of
net assets in the balance sheet es of
Scptember 30, 2006, based on the
amended Rules on Interim Consolidated
Financie] Statements,

{Accounting Stamdard for Directors’
Bonus)

Effective from the consolidated fiscal year
under review, the Company and its
domestic subsidiaries adopted
“Accounting Standard for Dircctors’
Bonus™ (ASBJ Statement No. 4 issued on
November 29, 2005). As a result,
operating income, ordinary income and
income before taxes and other edjustments
decreased by ¥191 million each in
comparison with the amount calculated in
accordence with the conventional method.

The effect of this change on the segment
information is stated in the relevant
section.

(Accounting Standards for the Presentation
of Net Assets in the Balance Sheet)
Effective from the consolidated fiscal year
under review, the Company adopted
“Accounting Standard for Presentation of
Net Assets in the Balance Sheet” (ASBJ
Statement No. 5 issued on December 9,
2005 and ASBJ Guidance No. 8 issued on
December 9, 2005.)

The effect of this change on profit and loss
is insignificant.

The amount of what was previously
presented as “Sharcholders” Equity” was
¥161,161 million.

Becanse of the amendment of Rules on
Consolidated Financial Statements, the
Company prepared the presentation of net
assets in the balance sheet as of March 31,
2007, based on the amended Rules on
Consolidated Financial Statemenis.
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Changes in Method of Presentation

Previous Interim Consolidated Fiscal Period
{Aprit 1 - September 30, 2006)

Interim Consolidated Fiscal Period under Review
(April 1 - September 30, 2007)

(Interim Consolideted Balance Shect)
Effective from the interim fiscal period under review, consolidation
adjustment account and business right are presented as “Goodwill,"
based on the amended Rules on Interim Consolidated Financial
Statements, During the previous iterim fiscal period, business
rights of ¥349 million were posted as &n intangible fixed asset in the
interim consolidated batance sheet.

(Interim Consolidated Statement of Income)

“(Gains on reversal of allowance for bad debts,” which was included
in “Other” in the previous interim fiscal period, are separately
posted in the interim fiscal period under review since the amount
exceeds 10 percent of total extraordinary profit, “Gains on reversal
of allowmnce for bad debts™ in the previous interim fiscal period
amounted to ¥22 million.
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Notes

(Interim Consolidated Balance Sheet)

(Millions of Yen)
End of the Previous End of the Interim End of the Previous
Interim Consotidated Fiscal Period Consolidated Fisce] Period under Review Consolidated Fiscal Year
{September 30, 2006) {September 30, 2007) (Merch 31, 2007)

*1 Bills at metrity at the end of the
interim fiscal period are recorded,
assuming they are settled on the date
of maturity.

As the end of the interim fiscal
period under review was a bank
holiday, the following bills at
maturity &t the end of the interim
consolidated pericd are  excluded
from the balance as of the end of the

*] Bills at maturity at the end of the
interim fiscal period are recorded,
assuming they are settled on the date
of maturity.

As the end of the interim fiscal
period umder review was a bank
holiday, the following bills =at
maturity at the end of the interim
consolidated period are  excluded
from the balance as of the end of the

*] Bills at maturity on the end of the
consolidated fiscal year are accounted
assuming they are settled on the date of

maturity.
As the end of the consofidated fiscal
year under review was a bank holiday,
the following bills at maturity on the
end of the consolidated fiscal year are
excluded from the balance as of the
end of the consolidated fiscal year

against

non-consolidated  companies  from
finencial institutions are as follows:
Clean Plaza Co-op: 224

non-consolidated  companies  from
financial institutions are as follows:
Clean Plaza Co-op: 83

interim fiscal period under review, interim fiscal period under review. under review:
Notes receivable 140 Notes receivable 137 Notes receivable 149
Notes payable 230 Notes payable 250 Notes payable 427
*2  Accumulated depreciation on tangible | *2  Accumulated depreciation on tangible | *2  Accumulated depreciation on tangible
fixed asscts fixed assets fixed assets
118,730 130351 123,280
3 Guarantee obligations 3 Guarantee obligations 3 Guarentes obligations
The Company's guarentee obligations The Company’s guaranfee cbligations The Company's guarantee obligations
i borrowings of against borrowings of against borrowings of

non-consolidated  companies  from
financial institutions are as follows:
Clean Plaza Co-op: 104
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(Interim Consolidated Statement of Income)

(Millions of Yen)

Previous Interim
Consolidated Fiscal Period
{April 1 - September 30, 2006)

Interim Consolidated
Fiscal Period under Review
(April 1 - September 30, 2007)

Previous Consolidated Fiscal Year
(from April 1, 2006 - March 31, 2007)

*]1Breakdown of main items in sclling,

*1Breakdown of main items in selling,

*1Breakdown of main items in selling,

genceral and administrative expenses general and administrative expenses general and administrative cxpenses
Sales-related Sales-related Sales-related
trensportation expense 8,260 transportetion expense 8,604 transportation expense 17,279
Sale promotion Sale promotion Sale promotion
expense 14,807 expense 17,548 expense 31,734
Advertising expense 5254 Advertising expense 4936 Advertising expense 10116
Employecs’ salarics Employees” salarics Employees” salaries
and bonus 4,669 and bonus 5,093 and boous 10,876
Amount newly mﬁ&ﬁly Amount pewly
positioned a5 provision provision for positioned as provision
for employees® bonos 1,438 employees® bonus 1,288 for employess’ bonus 1,307
Amount pewly ‘ ‘miuﬁu:;ﬂly Amount newly
positioned as provision g:vision for positioncd ag provision
for director’s bonuses o8 severance benefits 105 for director's bonmses 191
Amount newly Amount newly
positioned as provision Depreciation cxpense positioned as provision
for severance benefits 411 747 for severance benefits 938
Amount newly Amount newly
positioned as provision positioned as provision
for directors’ for directors’ severance
severance benefits 34 benefits 64
Deprecistion expense 706 Depreciation expzase 1,281
*2Brenkdown of gains on sale of fixed | *2Breakdown of gains on sale of fixed | *2Breakdown of gains on sale of fixed
asscts assets BSSELs
Buildings and other
Other 1| Lend 37| structures 157
Machinery, equipment
Other 13 and vehicles 12
Land 4
*3Breakdown of mamn items of losses on { *3Breakdown of main items of losses on | *3Breakdown of main iters of losses on
disposal of fixed assets disposal of fixed assets disposal of fixed assets
Loss on retirement of fixed assets Loss on retirement of fixed assets Loss on retirement of fixed assets
Buildings and other Buildings and other Buildings and other
structures 5 structures 57 structhures 52
Machinery, equipment Machinery, equipment Machinery, equipment
andg vehicles 278 and vehicles 9 and vehicles 475
Removal expense 4 Removal expense 48 Removal expense 28
Other 4 Other 27 Other 58
Loss on sale of fixed assets
Buildings end other
structures 1
Machinery, equipment
end vehicles 39
Other 134
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(Items Related to the Interim Consolidated Statements of Shareholders® Equity)
End of the Previous Interim Consolidated Fiscal Period (from April 1 to September 30, 2006)

1. Items related to outstanding shares

Balance gt the End of Balance at the End of
) the Interim
Type of sheres Cont: :hm";;s cal Increase (Shares) Decrease (Shares) Consolidated Fiscal
ear (Sh Period under Review
‘ear (Shares) (Shares)
Common stocks 68,981,591 - - 68,981,591
2. Items related {o treasury stocks
Balance at the Ead of Belance at the End of
. the Interim
Type of shares Cuntf:hmu;fs cal Increase (Shares) Decrease (Shares) Consolidated Fiscal
Year (Shares) Period under Review
ear (Shares (Shares)
Common stocks 3,611,190 943,503 - 4,554,693
{Outline of reasons for the change)
Main items of the increase are as follows:
1. Increase from acquisition of odd-lot shares: 503 shares
2. Increase from open-market share acquisition: 943,000 shares
3. Matters related to stock options
There are no relevant matters to report.
4, Items related to dividend
(1) Dividends paid
Total amount of | Dividend per
Resolution Type of shares dividends share Record date Effective date
(Miilions of yen) (Yen)
Regular Meeting of
Sharcholders held on | Common stocks 1,045 16 | March 31, 2066 | June 29, 2006
June 29, 2006

{2) Dividends for which record date falls in the consolidated interim period under review but for
which effective date comes after the consolidated interim period.

e | Fsl ) CRiidemds | D per Efectiv
Resolution Typl ca resource of (Millions of share Record date date ¢
dividends ven) (Yen)
Board Meeting held | Common Retained 1.417 2 September December 8,
on October 27, 2006 | stocks earnings ' 30, 2006 2006
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End of the Interim Consolidated Fiscal Period under Review (from April ! to September 30, 2007)

1. Items related to outstanding shares

Balance at the End of Balance of the Bad of
Type of shares o e Increase (Shares) | Decrease (Shares) |  Consolidated Fiscal
Year (Shares Period under-Review
oar (Shares) (Shares)
Common stocks 68,981,591 - 68,981,591
2. Items related to treasury stocks
Balance ot the End of Belance o the Ead of
Type of shares Con?:lim;?scal Increase (Shares) Decrease (Shares) Consolidated Fiscal
. Year (Shares) Period under Review
(Shares)
Common stocks 4,556,375 790 - 4,557,165
{Outline of reasons for the change)
Main items of the increase are as follows:
Increase from acquisition of odd-lot shares: 790 shares
3. Matters related to stock options
There are no relevant matters to report.
4, Items related to dividend
(1)} Dividends paid
Total amount of Dividend per
Resolution Type of shares dividends share Record date Effective date
{Millions of yan) (Yen)
Regular Meeting of
Sbareholders held on | Common stocks 1,417 22 | March 31, 2007 | June 11, 2007
May 28, 2007

which effective date comes after the consolidated interim period.

. (2) Dividends for which record date falls in the consolidated interim period under review but for

£ Fiscal T?g %?oudnst Dividend per Effecti
Resolution Typeo resource of | ) Giviced share Record date ve
shares e (Miltions of date
dividends yen) (Yen)
Board Meeting held | Common Retained 1.481 73 September December
on QOctober 31, 2007 _ | stocks camings ! 30, 2007 10, 2007
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End of the Previous Consolidated Fiscal Year (from April 1, 2006 to March 31, 2007)

1. Items related to outstanding shares

Balance t the End of Balenee a1 the End of
Type of shares Con?;mm;fsml Increase (Shares) Decrease (Shares) Consolidated Fiscal
Your (Shares) Period under Review
(Shares)
Common stocks 68,981,591 - - 68,981,591
2. Items related to treasury stocks
Balance o the End of Belamos atthe End of
Type of shares c thcli!?“dmdu ;sm Increase (Shares) Decrease (Shares) Consolidated Fiscal
Year {Shares) Period under Review
ear { ‘ (Shares)
Common stocks 3,611,150 945,185 . 4,556,375
(Outline of reasons for the change)
Main items of the increase are as follows:
1. Increase from acquisition of odd-lot shares: 2,185 shares
2. Increase from open-market share acquisition: 943,000 shares
3. Matters related to stock options
There are no relevant matters to report.
4. Items related to dividend
(1) Dividends paid
Total amount of | Dividend per
Resolution Type of shares dividends share Record date Effective date
(Millions of yen) {Yen)
Regular Mesting of
Shareholders held on | Common stocks 1,045 16 | March 31, 2006 | June 29, 2006
June 29, 2006
Board Mecting held September 30, | December 8,
on October 27, 200 | Common stocks 1417 22 | 2006 2006

(2) Dividends for which record date falls in the consolidated interim period under review but for
which effective date comes after the consolidated interim period.

. Tota) amount -
Resolution 'I;{‘pa:;;f rcszlsurc:cl of ?{ﬁﬁf::g: Dl"l:h?;gpﬂ Record date Eﬂ;ﬁve
dividends yen) (Yen)
Board Meeting held | Common Retained 1.417 22 March 31, | June 11,
on May 28, 2007 stocks eamings ! 2007 2007
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(Interim Consolidated Statement of Cash Flows)

(Millions of Yen)

Previous Interim
Consolidated Fiscal Period
(April 1 - September 30, 2006)

Interim Consolidated
Fiscal Period under Review
{April 1 - September 30, 2607)

Previous Consolidated Fiscal Year
{from April 1, 2006 - March 31, 2007)

Relationship between the amount of cash
and cash equivalents outstanding es of the
end of the interim period and interim

consolidated balance sheet items:
Cash and deposits 59,613
Marketable sccuritics 12,749
Total 72,363
Term deposits with terms 19
exceeding three months
Bentficiary certificates
of securities investment 12,749
trust .
Cash and cash
equivalents 59,593

Relationship between the amount of cash
and cash equivalents outstanding as of the
end of the imterim period and interim
consolidated balance sheet items:

Cash and deposits 67,3585
Marketable securities 16,779
Total 84,135
Term deposits with terms 197
exceeding three months

Stocks and beneficiary -

certificates of securities 12,779
invesiment trust

Cash and cash

equivalents 71158

Relationship between the amount of cash
end cesh equivalents outstanding as of the
end of the period and consolidated balance
sheet items:

Cash and deposits 65471

Marketable securities 13,112
Total 78,583
Term deposits with terms 2
exceeding three months

Stocks and beneficiary

certificates of securities 13,112
investment trust

Cash and cash 65,449
equivalents ‘

-51-




{Apdl 1 - September 30, 2006)

(April 1 - Scptember 30, 2007)

(Lease Transactions) (Millions of Yen)
Previons Inierim Tnterim Consolidated X e
Consolidsted Fiscal Period Fiscal Period under Revicw Previous Consofidated Fiscal Year

{from April 1, 2006 - March 31, 2007)

Financial lease tramsactions other than
thosz where the ownership of leased
properties is deemed to tramnsfer to the
lessees

1) Amount equivalent to acquisition cost

of leased properties, amount equivalent
to accumulated depreciation md
amount ecquivalent to  amount
outstanding 8s of the end of interim
period
Tools, fixtures,
furniture, ctc.
Amount equivalent
to cost of acquiring 706
Amount  equivalent
to accummlated

depreciation 569
Amount equivalent

amount
ommndmgasof the
end of interim
peried 136

The amount eguivalent to the
acquisition cost is computed inclusive
of interest payable, as the amount of
uncamed leasing fees outstanding as of
the end of the interim period represents
a small portion of the amount of
tangible fixed assets as of the end of the
said period.

2) Amount equivalent to uncamed ieasing

fees as of the end of the interim period:
One year or less 51
Over coe yeor 25
Total 136

The amount equivalent to uneamed
leasing fees is computed inclusive of
interest payable, ss the amount of
uneamed leasing fees outstanding es of
the end of the interim period represents
a small portion of the amount of
tengible fixed assets as of the end of the
said period.

3) Leasing fees payable and the ammount

equivelent to depreciation expense
Leasing fees payable 70

(Amount equivalent to depreciation
)

expense
4) Method of computation of amount

equivalent to depreciation expense
Depreciated on the basis of the
straight-line method over the useful
years matching the lease period with 8
residual velue of zero at the end of the
lease period

2 Operating lease transactions
Uneamned leasing fees

One year or less 4
Over one year -
Total 4

1

Y]

. cutstanding as of

2) Amount equivalent to uneamed leasing

3) Leasing fees payable and the amount

expense)
4) Method of computation of amount

Financiat least transactions other than
those where the ownership of leased
propertics is deemed to transfer to the
[essees
Amount cquivalent to acquisition cost
of leased propertics, amount cquivalent
to eccumulated depreciation and
amount  equivalent to  emount
outstanding s of the end of interim
period

Machinery,

equipment,

vehicles, etc.
Amount equivalent

to cost of acquiring 320
Amount equivalent

to accummulated

depreciation 112
Amount equivalent
to amount

the cad of interim

period 207
Same as keft

fees as of the end of the interim period:

One year or less o4

Over one year 12

Total 207
Same as left

equivalent to depreciation txpense
Leasing fees 4
payeble

(Amount equivalent to depreciation

cquivalent to depreciation expense
Same as left

1

D

Financial leese transactions other than
those where the ownership of leased
properties is deemed to transfer to the
lessess

Amount equivalent to acquisition cost

of leased properties, emount equivalent

to accumulated depreciation and

amount cquivalent to  amount

outstending as of the end of period
Machinery,
equipment,
vehicles, etc.

Amount equivalent

to cost of acquiring 324

Amount equivalent

to accumulated

depreciation 81

Amount equivalent

amount
ou'tslandmg as of
the end of period 243

The amount ecquivalent to the
acquisition cost is computed inclusive
of interest payable, as the amount of
uneamed leasing fees outstanding as of
the end of the period represents a small
portion of the amount of tengible fixed

assets as of the end of the said period.
2} Amount equivalent to uneemed leasing

fees as of the cnd of the period:

One year or less 93

Over ont year 150

Total

3

9

2

243
The amount cquivalent to uncamed
leasing fees is computed inclusive of
interest payeble, as the smount of
uneamed leasing fees outstending as of
the end of the period represents a small
portion of the amount of tangible fixed
assets as of the end of the said period.

Leasing fecs payable and the amount

equivalent to depreciation expense

Leasing fees payable 129
(Amount cquivalent to depreciation
expense}

Method of computation of amount

cquivalent to depreciation cxpense

Same 8s left

Optrating lease transactions

Unearned leasing fees

One year or less 2
Over one year
Total 2
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(Marketable Securities)
As of End of Previous Interim Consolidated Fiscal Period (September 30, 2006) .
(Milkions of Yen

1. Held-to-matuity bonds with market va‘lue'
) m: dﬂﬁ;“um Mearket vatue Difference
Corporate bonds 2,000 1,911 (88)
Total 2,000 1,911 (88)
2. Other marketable securities with market value {(Millions of Yen)
Acquisition cost Amoust parted un faferim Difference
1) Stocks 4,485 15,866 11,381
2) Bonds 10,540 9,882 {1,057)
3) Other 1,729 1,729 0
Total 17,155 27,479 10,323

3. Major marketable securities not valued at market {excluding 1 above)

{(Millions of Yen)
Ampunt reported on interim
consolidated batemce sheet
Held-to-maturity bonds
Cp 7,998
Other marketable securities
Preferred stocks 3,000
Unlisted stocks 376
Other 99
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As of End of Interim Consolidated Fiscal Period under Review (September 30, 2007)

1. Held-to-maturity bonds with market va.lue. {Millions of Yen)
A;’;‘;T: ﬁﬁ;ﬂiﬁ Market value Difference

Corporate bonds 2,000 1,895 (104)

Total 2,000 1,895 (104)

2. Other marketable securities with market value (Millions of Yen)

Acquisition cost A;;ﬁ m;nwin:;i:: Difference

1) Stocks 1,764 18,260 10,496

2) Bonds 7,916 6,817 {1,098)

3) Other 4,741 4,758 17

Total 20,421 25,836 9,415

3. Major marketable securities not valued at market (excluding 1 above)

{Millions of Yen)
Amount reporied on interim
consolidated balance sheet
Held-to-maturity bonds
CP 6,997
Other marketable securities
Certificates of deposit 4,000
Preferred stocks 3,000
Unlisted stocks 274
Other 74
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As of End of Previous Consolidated Fiscal Year (March 31, 2007)

1. Held-to-maturity bonds with market vaiue {Millions of Yen)
ﬁ&?ﬁ;ﬂeg cct Market vatue Difference
Corporate bonds 2,000 1,912 87
Total 2,000 1,912 (87
2. Other marketable securities with market value {(Millions of Yen)
Acqnisition cost wnﬁﬁiﬁdﬁﬁﬁeﬁ ot Difference
1) Stocks 5,484 18,309 12,824
2) Bonds 10,928 9,866 (1,061)
3) Other 2,296 2,256 0
Total 18,709 30,473 11,763

3. Major marketable securities not vatued at market (excluding 1 above)

(Millions of Yen)
Amount reported on consolidated
balance sheet

Held-to-maturity bonds

CP 6,797
Other marketable securities

Preferred stocks 3,000

Unlisted stocks 274

Other 83

-35.



(Derivative Transactions)
As of End of Previous Interim Censolidated Fiscal Period (September 30, 2006)

Contract amounts, market value and profit and loss on valuation (Millions of Yen)
Portion of contract :
Classification Type Contract amount | amount exceeding | Market value P;ﬁf?ﬂg:s
ong Year
Non-market .
transactions Credit default swaps 4,000 1,000 20 20
Total 4,000 1,000 20 20

(Notes) 1. Method of computing market value

Credit default swaps - Based on the price indicated by banks with which the Company coacludes credit
defanlt swap contracts

2, Excludes derivative transactions to which hedge accounting is applied, as they are outside the scope of
disclosure.

3. Credit default swaps represent derivatives incorporating integrated financiat instruments.

4, Contract amounts of credit default swaps represent face vatue of bonds representing integrated financial
instruments, while their market value is that of credit default swaps. The contrect amounts
themselves do not represent the amount of risk associated with the derivative transactions.

As of End of Interim Consolidated Fiscal Period under Review (September 30, 2007)

Contract amounts, market value and profit and Ioss on valuation (Millions of Yen)
Portion of contract
Classification Type Contract amount | amount cxceeding |  Market value P;E‘ﬂ”l:;l‘:;’
one year

Non-market Credit default swaps

transactions 1,000 - 3 3
Total 1,000 - 3 3

Motes) 1. Method of computing market value

Credit default swaps - Based on the price indicated by banks with which the Company concludes credit
defanit swap contracts .

2. Excludes derivative transactions to which hedge accounting is applied, as they are outside the scope of
disclosure,

3. Credit defanlt swaps represent derivatives incorporating integrated financial instruments.

4. Contract amounts of credit default swaps represent face value of bonds representing integrated financial
instruments, while their market value is that of credit default swaps. The contract amounts
themselves do not represent the amount of risk associated with the derivative transactions.
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As of End of Previous Consolidated Fiscal Year (March 31, 2007)

Contract amounts, market value and profit and loss on valuation (Millions of Yen)
Partion of contract
Classification Type Contract samount | amount exceeding |  Market value P(::ﬁvt ﬂa:;lﬁlgnss
ong year
Credit default swaps
Non-market 4,000 - 10 10
transactions Forward exchange
transactions
Purchase contract in Yen 669 . 669 0
Total 4,669 - 679 10
(Notes) 1. Method of computing market value

Credit defanlt swaps - Based on the price indicated by banks with which the Company conclodes credit
defaunlt swap contracts .

Forward exchange transaction- Based on the price indicated by banks with which the Company
concludes credit defanlt swap contracts

. Excludes derivative transections to which hedge accounting is applied, as they are outside the scope of

disclosure.

. Credit default swaps represent derivatives incorporating integrated financial instruments.

Contract emounts of credit default swaps represent face value of bonds representing integrated financial
instruments, while their market value is that of credit defanlt swaps. The coniract amounts
themselves do not represent the amount of risk associated with the derivative transactions.

. The Company plans to use exchange contract transactions for settling export transactions with overseas

consolidated subsidiaries.
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(Stock Options)

Previous Interim Consolidated Fiscal Period (April 1 - September 30, 2006)
There are no relevant matters to report.

Interim Consolidated Fiscal Period under Review (April 1 - September 30, 2007)

There are no relevant matters to report.

Previous Consolidated Fiscal Year (April 1, 2006 — March 31, 2007)
Details, size and changes in stock options

(1) Details of stock options
Company name Unicharm Corporation Unicharm Corporation
Date of reselution June 27, 2003 June 29, 2004
Director end Corporate Auditor of the | Director and Corporate Auditor of the
Company: 9 | Company: - 10
Director @and Corporate Auditor of | Director and Corporate Anditor of
Category and number of | subsidiaries of the Company: 6 | subsidiaries of the Company: 2
grantees (persons) Employees of the Company: 1,066 | Employees of the Company: 1,202
Employees of subsidiarics of the | Employees of subsidiaries of the
Company: 737 | Company: 1,232
Others (Note 1): 77 | Others (Note 1): 86
Type of shares and
number of stock options Common stocks: 533,600 Common stocks: 692,100
to be granted .
(shares)(Note 2)
Date of grant October 1, 2003 October 1, 2004
1) Market price of the common stock of | 1) Market price of the common stock of
the Company shall be ¥8,200 or more at | the Company shail be ¥8,200 or more at
the time of exercise of stock options (the | the time of exercise of stock options (the
relevant price shall be adjusted in the | relevent price shall be edjusted in the
same manner as adjustment in exercise | same manner as adjustment in exercise
price if an event should occur that ) price if an event should occur that
requires adjustment in exercise price). requires adjustment in exercise price}.
2) Grantees of stock options shall remain | 2) Grantees of stock options shall remain
as directors, corporate  auditors, | to as directors, corporate auditors,
Vesting conditions cmployees or corporate advisors of the | employees or corporate advisors of the

Company or its affiliates at the time of
exercise of stock options. Provided,
however, that this shall not apply to the
cases where such director or corporate
auditor should retire upon the expiration
of the term, employees retire upon
reaching the mandatory retirement age,
or the board of directors’ meeting of the
Company should approve exercise of
stock options.

Compeny or its affiliates at the time of
exercise of stock options. Provided,
however, that this shail not apply to the
cases where such director or corporate
anditor should retire upon the expiration
of thc term, employess retire upon
reaching the mandatory retirement age,
or the board of directors’ meeting of the
Company should approve exercise of
stock options.

Requisite service period

From October 1, 2003 to June 30, 2006

From October 1, 2004 to June 30, 2007

Exercise period

From July 1, 2006 to June 30, 2008

From July 1, 2007 to June 30, 2009
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Company name Unicharm PetCare Corperation
Date of resolution June 24, 2002
Category and number of Director of the company: 3
prantees (persons) Employees of the company: 169
Type of shares and
aumber of stock options .
o be granted Common stocks: 718,000
(shares)}(Note 2}
Date of grant October 1, 2002
Grantees shall remain as directors (including corporate anditors), executive officers or
employees of the Company, its subsidiaries or affiliates at the time of excrcise of
. . stock options. Provided, however, that this shall not apply to the cases where grantees
Vesting conditions should retire upon the expiration of the term or retire due to involuntary reasons as
specified in employment regulations of the Company or its affiliates, or other case
where the board of directors of the Company should exceptionally approve holding
and exercise of stock options thereafter.
Requisite service period From October 1, 2002 to June 30, 2004
Exercise period From July 1, 2004 to June 30, 2008

(Notes) L. Directors who retired upon expiration of the term and employees who retired upon reaching the

mandatory retirement age or for other reasons.
2. The number of stock options is listed in terms of shares.
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(2) Size and changes in stock options

1) Number of stock options

Company name

Unicharm Corporation

Unicharm Corporation

Unicharm PetCare
Corporation

Date of resolution

June 27, 2003

June 29, 2004

June 24, 2002

Before the right is vested

Beginning of the term (shares)

544,600

705,700

Granting of the right (shares)

invalidation of the right (shares)

11,000

13,600

Right vested (shares)

Unvested stock options (shares)

533,600

652,100

After the right is vested

Beginning of the term (shares)

160,000

Right vested (shares)

Exercise of the right (shares)

122,000

Invalidation of the right (shares)

Unexercised stock options (shares)

38,000

(Note) The number of stock options is listed in terms of shares,

2} Unit price information

Company name

Unicharm Corporation

Unicharm Corporation

Unicherm PetCars
Corporation

Date of resolution

June 27, 2003

June 29, 2004

Tume 24, 2002

Price at exercise of right (yen)

5,731

5,702

300

Market average at exercise of right
(yen)

4,565

Fair assessment unit price
(date of grant) (yen)
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(Segment Information)

[Segment Information by Business Type]

For Previous Interim Consolidated Fiscal Period (April 1 - September 30, 2006) {(Millions of Yen)
Personal care |  Pet care Others Total Commmmpm;?;l‘:e Consolidation
1. Sales and Operating
ProfitLoss

Sales
(1) Sales to external

customers 122,171 15,940 5,285 143,397 - 143,397
(2) Internal sales or

transfers across

segments 20 - 2 31 3D -
Total 122,200 15,940 5,287 143,428 (31) 143,357
Operating expenses 111,120 14,165 4,752 130,038 {63) 129,975
Operating income 11,079 1,774 535 13,389 3l 13,421
(Notes) 1. Method of scgmenting businesses

Businesses are segmented based on the sales volume ¢lassification of the Company, taking similarities in
product, sales market, ctc. into account.

2. Main products by business segment
(1) Personal care ........ Baby and child care produets, feminine care products, heatth care products
(2) Petcare ..o Pet foods, pet toiletries
(3) Others .ervrrerenees Food-wrapping materials, industrial materials, child education business,

financing operations, etc.

3, Effective from the interim fiscal period under review, the Company edopted “Accounting Standard for
Directors” Bonus™ (ASBJ Statement No. 4 issued on November 29, 2005) as stated carlier in “Changes in
Accounting Treatment.”

As a result, there were the following increases in operating expenses: ¥70 million in the personal care
segment, ¥23 million in the pet care segment and ¥4 million in the “others” segment.  Operating income
in the sbove segments decreased by the equivelent amounts respectively.

For Interim Consolidated Fiscal Period under Review (April 1 - September 30, 2007) (Millions of Yen)

Personal care {  Pet care Others Total égghmm;;m:f’:ﬁﬂi Consolidation
I, Sales and Operating
ProfitlLoss

Sales
(1) Sales to externat

customers 136,850 18,135 5,336 160,322 " 160,322
(2) Internal sales or

transfers across

segrnents 1 - 2 3 3) -
Total 136,851 18,135 5,339 160,326 3) 160,322
Operating expenses 124,722 16,034 4926 145,682 (60) 145,622
Operating income 12,129 2,101 412 14,643 57 14,700
(Notes) 1. Method of segmenting businesses

Businessss are segmented based on the sales volume classification of the Company, taking simiiarities in
product, sales market, ete. into account.
2. Main products by business segment
(1) Personal care ......... Baby and child care products, feminine care products, health care prodacts
(2) Pelcare ... Pet foods, pet toiletries
(3) Others Food-wrapping materials, industrial materials, child education business,
financing operations, etc.
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For Previous Consolidated Fiscal Year (April 1, 2006 — March 31, 2007) (Millicns of Yen)
Personal care |  Pet care Others Total cm":q‘;: Consolidation
L. Sales and Operating
Profit/Loss

Sales
(1) Seles to external .

customers 256,872 34,105 10,902 301,880 - 301,880
(2) Internal sales or

transfers across

segments 66 - 4 70 (70) -
Total 256,938 34,105 10,906 301,950 (70) 301,880
Operating cxpenses 232,244 30,130 9,754 272,128 amy | 271,950
Opemting income 24,694 3975 1,152 29,821 107 29,929
(Notes) 1. Method of segmenting businesses

Businesses are segmented based on the sales volume clessification of the Company, teking similarities in
product, sales market, etc. into account.

. Main products by business segment

(1) Personal cart ......... Baby and child care products, feminine care products, health care products

Pet foods, pet care products

Food-wrapping materials, industrial materials, child education business,
financing operations, etc.

. As described in “Important Matters Affecting the Preparation of Consclidated Financial Statements,”

effective from the consolidated fiscal year under review, the Compeny and its domestic subsidiaries
adopted “Accounting Standard for Directors’ Bonus™ (ASB] Statement No. 4 issued on November 29,
2005). As a result, operating expenses increased by ¥135 million for “personal care,” by 47 million for
“pet care” and by ¥9 million for “others,” and operating income respectively decreased by the same
amount in the consolidated fiscal year under review.
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[Segment Information by Region]
For Previous Interim Consolidated Fiscal Period (April 1 - September 30, 2006) {(Millions of Yen)

Japan Asia Other Total CDmPEHmjlmy' - ?:iflre Consolidation
L Sales and Operating :
Profit/Loss

Sales
(1) Sales to external

customers 98,687 26,186 18,522 143,397 - 143,397
(2) Intemnal sales or .

transfers across

segments 4,920 1,061 - 5,982 (5,982) -
Total 103,608 27.248 18,522 149,379 (5,982) 143,397
Operating expenses 92,833 25,128 18,060 136,022 (6,047) 129,975
Opereting income 10,774 2,119 462 13,356 64 13421

(Notes) 1. Classification of country or region is based on geographical proximity.

2. Main countries or areas classified into regions other than Japan:
(1) Asia s Taiwan, China, Korea, Thailand, etc.
(2) Others i The Netherlands and Middle East

3. Effective from the interim fiscal period under review, the Company adopted “Accounting Standard for
Directors’ Bonus” (ASBJ Statement No. 4 issued on November 29, 2005) as stated carlier in “Changes in
Accounting Treatment.™
As a result, operating expenses in Japan increased by ¥98 million and operating income in the same region
decreased by the equivalent amount.

For Interim Consolidated Fiscal Period under Review-(April 1 - September 30, 2007)

(MiHlions of Yen)
Japan Asia Other Total CE;“““;;";’;]‘;: Consolidation
L Sales and Operating
Profit/Loss

Sales
(1) Sales to external :

customers 103,264 34,507 22,550 160,322 . 160,322
(2) Internal sales or

transfers across

segments 5,955 1,387 . 7,343 (7,343) -
Total 109,220 35,894 22,550 167,665 (7,343) 160,322
Operating expenses 98,195 32,724 22,038 152,958 (1,336) 145,622
Opereting income 11,025 3,169 512 14,707 (6) 14,700

(Notes) 1. Classification of country or region is based on geographical proximity.
2. Main countrics or areas classified into regions other than Japan:
(1) ASIE ceeeecrecreessearsssrmmnssennrnnns Tajwan, China, Korea, Thailand, etc.
(2) Europe and the Middle East ..... The Netheriands and Saudi Arabia

Effective from the interim consolidated fiscal period under review, the name of the “Others” segment
was changed to “Europe and the Middle East.”
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For Previous Consolidated Fiscal Year (April 1, 2006 — March 31, 2007)

(Millions of Yen)

Japan Asia Other Total glampmir' Y?:'I:;L Consolidation
1. Sales and Operating
Profit/Loss

Sales
{1) Sales to external

customers 206,891 56,644 38,343 301,880 . 301,880
(2) Internal sales or

transfers across

segments 10,979 2,333 . 13,313 (13,313) -
Total 217,871 58,978 38,343 315,193 (13,313) 301,380
Operating expenses 194,070 53,918 37,378 285,366 (13,416) 271,950
Operating income 23,801 5,060 965 29,827 102 29,929

(Notes) 1. Classification of country or region is based on geographical proximity.

2. Main countries or areas classified into regions other than Japan:
Taiwan, China, Korea, Thailand, etc.
The Netherlands and Saudi Arabia

(1) Asia
(2) Others

3. As described in “Important Matters Affecting the Preparation of Consolidated Financial Statements,”
effective from the consolidated fiscal year under review, the Compeny and its domestic subsidiaries
adopted “Accounting Standard for Directors’ Bonus™ (ASBJ Statement No. 4 issued on November 25,
2005). As a result, operating expenses increased by ¥191 million for “Japan,” and operating income
decreased by the same amount in the consolidated fiscal year under review.
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[Overseas Sales]
Previous Interim Consolidated Fiscal Period (April 1 - September 30, 2006)
Asia Other Total

. Consolidated sales (Millions of

Yen) .- - 143,397
M. Overseas sales as a percentage of

consolidated sales (%) 18.3 13.9 322
(Notes) 1. Classification of country or region is based on geographical proximity.

2. Mzjor countries/regions belonging to each category.
(1)  Asid .eniiiensenns Taiwan, China, Korea, Thailand, etc.
(2) Ohers ..............The Netherlands, Middle East, USA, ete.
Interim Consolidated Fiseal Period under Review (April 1 - September 30, 2007)
Middle East,
. North Afri
Asia Europe Noonh Amm?a, Total
etc.

L Overseas sales (Millions of Yen) 34,525 17,715 6,912 59,153
II. Consolidated sales (Millions of

Yen) - - - 160,322
I Qverseas sales es a percentage of

consolidated sales (%) 21.6 11.0 4.3 36.9
(Notes) 1. Classification of country or region is based on geographical proximity.

2. Major countrics/regions belonging to sach category.

(1) Asia e Taiwan, China, Korea, Thailand, ete,

(2) Ewopt ..o The Netherlands, ctc.

(3} Middle East, North Africa, North America, etc. ....... Saudi Arabis, Egypt, USA, etc,

3, Change in the presentation of classification of country or region
Previously, the Netherlands, Sweden, and some other countries were included in “Others,” together with
the Middle East and the U.S.  Since the sales ratio of the Dutch region topped 10% of the consolidated
net sales, the Netherlands, Sweden, and some other countries are classified as “Europe” and the name of
“Others™ was changed to “Middle East, North Aftica, North Americe, ete.,” effective from the interim

consolidated fiscal period under review.

Overseas sales of the Netherlands, which were included in “Others”™ in the previous interim
consolidated fiscal period, stood st ¥13,778 millicn, accounting for 9.6% of consolidated net sales, while
those of Sweden and some other countries, inchuded in “Others™ in the previous interim consolidated
fiscal period, amounted to ¥970 million, sccounting for 0.7% of consolidated net sales. When these
countries were classified as “Europe,™ overseas sales of “Europe” stood at ¥14,749 million, accounting

for 10.3% of consolidated net sales.
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Previous Consolidated Fiscal Year (April 1, 2006 - March 31, 2007)

2. Major countries/regions belonging to each category.
Taiwan, China, Korea, Thailand, ete.

The Netherlands, Middle East, USA, etc.
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Asia Other Total
. Consolidated sales (Millions of
Yen) - - 301,880
M. Overseas sales as a percentage of
consolidated sales (%} 18.8 13.6 324
(Notes} 1. Classification of country or region is based on geographical proximity.



{(Per-Share Information)

(Yen)

Interim Consolidated Fiscal Period under

Previous Interim Consolidated Fiscal Period Review - Previous Consolidated Fisca! Year
{(April 1 - September 30, 2006) (April 1 - S ber 30, 2007) {from April 1, 2006 - March 31, 2007)
Nt assets per share Net nssets per shars Net assets per share
2,338.9% 2,571.37 2,501.60
Net income per share Net income per share Net income per share
100.41 109.50 23231

Net income per share after adjustment for
residual equity

Net income per share after adjustment for
residusl equity

Net income per share after adjustment for
residual equity

10027 109.40 232.17
(Note) The calculation bases are as follows:
1. Net assets per share
. . Interim Consolidated Previous Consolidated
co Previous Interim Fiscal Period under Fiscal Year
nsolidated Fiscal Period ! y
Item (April 1 - Scptember 30, Revicw (from April 1, 2006 -
' (April 1 — September 30, March 31, 2007)
2006) 2007)

Total of net assets (Millions of Yen) 165,230 182,353 177,049
Amounts deducted from total of net assets
(Millions of Yen) 14,536 16,308 15,883

[Minority interest] [14,536] [16,308] {15,883]
Interim net assets relevant to common stocks
(Millions of Yen) 150,694 166,045 161,165
Number of shares outstanding
(common stocks) (Thousands of shares) 68,981 68981 68,981
Number of treasury stocks
{Thousands of shares) 4,554 4,557 4,536
Common shares outstanding at end of period
used in calculation of net assets per valne
(Thousands of shares) 64,426 64,424 64,425
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2. Net income per share and net income per share after adjustment for residual equity

Item

Previous Interim
Consolidated Fiscal Period
(April 1 -
September 30, 2006)

Interim Consolidated Fiscal
Period under Review
April 1 -
September 30, 2007)

Previous Consolidated Fiscal
Year
{from April 1, 2006 -
March 31, 2007)

Net income (Millions of Yen)

6,548

7,054

15,058

Amount not stiributeble to common stock
holders (Millions of Yen)

Interim net income relevant to common
stocks (Millions of Yen)

6,548

7,054

15,058

Interim (net) income before tax and other
adjustments (Millions of Yen)

®

®

®

[Of these adjustments, those that affect the
residual equity of affiliates]

(&)

6N

(3]

Increase iz the number of common shares
(Thousand of shares)

Average number of common shares during
period (Thousands of shares)

65,215

64,424

64,821

Outiine of residual equity which, due to
the absence of dilutive effect, was not
included in the computation of the amount
of interim net income per share after
adjustment for residual income

Stock option  program
resolved at the Regular
General  Meeting  of
Shareholders heid on June
27, 2003:

Share warrants: 5380
Common shares: 538,000

Stock option  program
resolved at the Regular
Genersl  Meeting  of
Sharehelders held on June
29, 2004;

Share warrants; 6,981
Common shares: 698,100

Details of the foregoing are
as described in Section 4
{State of The Company], 1
[State of Stocks, ete.], (2)
[State of Stock Options,
ctc.]

Steck  option  program
resolved ot the Regular
General ~ Mecting  of
Shareholders held on June
27,2003;

Share warrants: 5298
Common shares: 529,800

Stock option  program
resolved et the Regular
Genernl Meeting  of
Sharcholders held on June
29, 2004:

Share warrants: 6,874
Common shares: 687,400

Details of the foregoing are
as described in Section 4
[State of The Company], 1
[State of Stocks, etc.], (2)
{State of Stock Options,
eic.]

Stock option  program
resolved et the Regular
Genersl  Mecting  of
Shareholders beld on June
27,2003;

Share warrants: 5336
Common shares: 533,600

Stock option  program
resolved et the Regular
General  Mecting  of
Shareholders hzld on June
29, 2004:

Share warrants: 6,921
Common shares; 692,100

Details of the foregoing are
as described in Section 4
{State of The Company], 1
[State of Stocks, etc.], (2)
[State of Stock Options,
cte.]

(Important Subsequent Events)
Not applicable.

(2) Other
Not applicable.
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2. [Interim Financial Statements, eic.]
(1) [Interim Financial Statements]

1) [Interim Balance Sheet]

(Millions of Yen)
End of Previous End of Interim Fiscal Period C""““‘”"fm pifi‘{::: Sheet
Interim Fiscal Period under Review T o
(a5 of Scptember 30, 2006) | (a5 of September 30,2007) | (o eyiemty
i Note Percentags Percentage
Classification No. Amount 0 Amount %) Amount %)
(Assets)
I Curent assets
1 Cash and deposits 278 51,427 41,861
2 Notes recejvable 2 271 208 217
3 Accounts receivable 16,519 17,983 18,176
4 Marketabls securities 11,020 11,020 10,815
5 Inventorics 1,629 2,012 1,652
6 Short-term loans 6,720 4351 4,666
7 Other current asscts 4513 4,708 4,874
Totel current assets 83,446 555 91,701 56.7 88,253 56.1
I Fixed nssets
1 “Tengible fired nssets ¢
(1) Buildings 2,093 1,997 2,068
(2) Machinery and
equipment 668 992 837
(3) Lend 302 2,605 2,645
{4) Other tangible fixed
assets 1,327 1,945 1,580
Total tangible fixed assets 7,111 47 7,541 47 7,131 45
2 Intangible fixed asscts 1425 10 1.159 0.7 1,206 0.8
3 Investments and other
assets
(1) Investment securitics 48,329 49,530 49,642
(2 Loag-torm loans 12 2,041 1,405
(3) Investments in
affiliated companies 1416 7.446 7,446
(4} Other investments 4272 4,531 4178
Provision for valuation
loss on investments in
subsidiaries nd affiiates (2.292) (1,850) (1,705)
Total investments and
other assets 58,286 388 61,407 379 60,693 386
Totat fixed essets 66,824 445 70,108 433 69.032 439
Total Assets 150270 | 1000 161,810 | 1000 157286 | 100.0
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End of Previous End of Interim Fiscal Period | Condensed Belance Sheet
Interim Fiscal Period under Review for Previous Fiscal Year
(as of September 30, 2006) | (as of September 30, 2007} {as of March 31, 2007)
. . Note Percentags Percentage Percentage
Classification No. Amount o Amount % Amount %)
(Liabilities)

Current liabilitics
1 Notzs paysble 179 108 150
2 Accounts payeble 9,942 9,364 10,939
3 Arcrucd expenses 12,498 13,171 13,292
4 Accrusd corporate income

tex 947 2,607 198
5 Reserve for bonus

payment 1282 1,348 1,252
6 Reserve for directors’

bonns payments 64 - 128
7 Other current liabilities 1173 1.105 951
Total current liabilitics 26,088 17.4 27,706 17.1 26913 171
Long-term lisbilities
1 Provision for severance

bencfits 4,104 4,283 4,160
2 Provision for Directors’

severance bonus 1,056 - 1,080
3 Other long-term liabilities 1,885 3,185 3,039
Total long:-term linbilitics 7,047 47 7,469 46 8,281 53
Total lizbilitics 33,136 n1 35176 | 217 35,195 24
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End of Previous End of Interim Fiscal Period | Condensed Balence Sheet for
Interim Fiscal Period under Review Previous Fiscal Year
(as of September 30, 2006} | (s of September 30, 2007} {zs of March 31, 2007)
. e Note Percentage Percentage Poomtrgs
Classification No. Amount o Amount %) Amount &
(Net Assets)
1  Sharcholders’ equity
1. Common stocks 15,992 10.6 15,992 2.9 15,992 10.2
2. Additional peid-in capital
(1) Capital reserve 18,550 18,500 18,550
Total additional paid-in
capital 18,590 12.4 18,590 115 18,590 11.8
3. Retained camings
(1) Eamed surplus reserve 1,991 1,991 1,991
{2) Other retained carnings
Reserve for dividend
payment 400 400 400
Reserve for reduction
entry. 48 42 45
General reserve 82,550 88,550 82 550
Unzappropristed retained
earnings 14,900 18,956 19,011
Total retained eamings 99,860 66.5 109,940 67.9 103,999 66.1
4. Treasury stocks (23,108) (15.4) (23,125) (14.3) (23,119) (14.7)
Total sharcholders” equity 111,365 74.1 121,399 75.0 115,462 734
I Valuation end translation
adjustments, ete.
1. Unrealized gains on .
available-for-sale securitics 6,099 5,558 6,952
2, Gains (losses) on deferred
hedges ()] - -
3, Land revaluation difference (@30 (324) (324)
Total valuation and
translation adjustments,
etc, 5,769 3.8 5,234 33 6,628 42
Total net assets 117,134 779 126,633 783 122,091 716
Total liebilities and net
assets 150,270 1000 161,810 100.0 157,286 100.0
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2) [interim Statement of Income]

{Millicns of Yen)
Previous Interin Fiscal Interim Fiscal Period C?;“’”‘“} Statement of
Period under Review el Y Evions
(April 1 - (April 1 - (5om April 1. 2006 -
Scptember 30, 2006) September 30, 2007) Nearch 31, 2007)
- Note Perrentags Percentage
Classification No. Amount (%) Amount %) Amount 0
I Net sales 81,805| 1000 85176] 100.0 171,663} 1000
I Cost of sales 51596/  63.1 s2895] 621 108325] 631
Gross profit 30,208 369 32280 379 63,337] 369
I Sciling, gensral  and
administrative expenses 25237 308 25995| 305 saon| 303
Operating income 4971 6.1 6284 74 11,326 6.6
IV Non-operating income
1 Interest received 5 189 191
2 Dividend received 7,036 4-474 8,336
3 Other non-operating
income 276| 737m2| 90| 208 a4gm] 57 520 9047 53
V  Non-operating expenses
1 Interest paid 34 35 68
2 Sales discount 13 13 2
3 Other non-operating .
expenses 22 70l ol 18] 217] 03 4l 14 0.1
Ordinary income 12213 150 10936 128 20232 118
VI Extraordinary profit ‘1 of 00 159 02 263 02
VI Extraordinary loss 2 88| 05 ;2| 03 437] 03
Interim income beforc tax 1,884] 145 0824|127 20,059 117
Corporete income tax,
inhabitant tax and business
tax 2,131 3.402 4,030
Adjustments on corporate ‘
income ta, ete. 248| 23m] 29 62| 3464] a1 001 sox2| 29
Interim net income 9505| 116 7358| 86 15,037 8.8
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3) [Interim Statement of Changes in Shareholders’ Equity]
Previous Interim Fiscal Period (Aprit 1 - September 30, 2006)

(Millions of yen)

Shareholdars’ equity

Commen stocks

Additional
paid-in capital

Retnined earnings

Total additional
paid-in capital

Capitat reserve

Other retained camin

Eamed surplus
reserve

Reserve for
dividend payment

Reserve for
reduction entry
General rescrve

Total retained
camings

Unappropristed
retained camings

Treasury stocks

Totzl sharcholders’ equity

Batance as of
March 31, 2006

15,952

18,550

)y

8

B
-
2

wn
L]

75,550

13,562| 91,559

{17,105}1 108,037

Changes during the

period
Payment of
dividends by way of
profit disposal

{1,045} (1,045)

{1,045)

Directors’ bonus by
way of profit
disposal

{128y}  (128)

{128)

Reversal of reserve
for reduction entry

)]

General reserve

7,000

(7,000)

Net income

95051 9,505

9,505

Acquisition of

treasury stocks

(6,003)| (6,003)

Changes (net
smount) of items
other than
sharcholders® equity

during the period
Total changes during
the period

(D] 17,000

1,338] 8330

(6003)] 2327

Balance - es
September 30, 2006

of

15,992

18,550

18,590

1,991 400

48| 82550

14.900] 99,890

{23,108)] 111,365

Valuation and transiation adjustments, etc.

Item

Net unrealized
grins on
available-for-sale
securities

Gains {losses) on
deferred hedges

Land revaluation
difference

Total vatuation
and trans!ation
adjustments

Total net assets

Belance Bs of
March 31, 2006

6,268

(330)

5,938

114,975

Changes during the period

Payment of dividends by
way of profit disposat

{1,045)

Directors® bores by way
of profit disposal

(128)

Reversal of reserve for
reduction entry

General reserve

Net income

9,505

Acquisiion of treasury
stocks

(6,003)

Changes {net amount) of
items other than
shareholders’ equity
during the period

(168)

()]

(16%)

Total changes during the

| pett

(168)

(]

2,158

Balance as of September 30,
2006

6,099

©)

(330)

117,134
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Interim Fiscal Period under Review (April 1 - September 30, 2007)

(Millions of yen)
Sharcholders’ equity
Additional . .
peid-in capits} Retained earnings .E-
g Other retained & s g
£ v o 9 ] - '§ _§
- SR RN R 2 | &
s | § | 28|52 &5 | &% E E-E 38| & | 3
g Tc (e8| L& e8 £§ | & 2
3 |35 |gd! S| E5 g E| & g
S| 5|3z (57|83 |55 B |§3|8°)
o e & o 2 & B g 5' = g
& B -1 =T 2
Batance as of
March 31, 2007 15,992 18,55G( 18,590| 1,991 400 45| 825500 19,011] 103,999| (23,119)] 115,462

Changes during the
period

Payment of
dividends

(417)| (417

(1417

Reversal of rescrve
for reduction entry

E)]

General reserve

6,000} (6,000)

Net income

7359 17359

7,359

Acquisition of
treasury stocks

&y G

Changes (net
amount) of items
other than
shareholders' equity
during the period

Total changes during
the period

- - () 6,000 (55)] 50541]-

(] 5936

Balance as of

September 30, 2007 15,992 18,590) 18,590) 1,991 400 42| 88,550| 18,956] 109,940

{23,125){ 121,399

Ttetn

Valuation end transiation adjustments, etc.

Net unrealized gains on
available-for-sale
seourities

Land revaluation
difference

Total valuation end
translation adjustments

Total net assets

Balance as of
March 31, 2007

6,952

(324)

6,628

122,091

Changes during the period

Payment of dividends

(1,417)

Reversal of reserve for
reduction entry

General reserve

Net income

1359

Acquisiion of trocasury
stocks :

5

Changes (net amount) of
items other than
sharcholders’ equity
during the period

(1,393

(1,393)

{1,393)

Total changes during the
period

{1,393)

(1.393)

4,542 |

Balance as of September 30,
2007

5,558

G249

5,234

126,633
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Previous Fiscal Year (April 1, 2006 - March 31, 2007}

(Millions of yen)
Shareholders’ equity
Additionat . .
paid-in capital Retained eamings ?
5 Other retained eamin, _3
il . - T iz
e | BRI, 5B a2 318 B, 2| 2
a E = z & ? 2 s = £
AEREEI I IR E| Bt
=3 2 2% [ § % % g g & 28 s 8
° 1§ 2| § S &8 2 [ Eg1# 3
& e 2 -3 'E 8 5 = s
] e =
Balance as of
March 31, 2006 15,992| 18,530 18,590} 1931 400 550 75550] 13,562| 91,559) {17,105)] 109,037
Chengzs during the
fiscal year
Payment of
dividends (2463)} (2,463) (2,463)
Net income 15,037} 15,037 15,037
Directors’ boous (128) {128) (128)
Acquisition of
treasury stocks -1 (6,014} (6,014)
Reversal of reserve
for reduction entry
(Note} )] 9 - -
General rescrve 7‘m0 (T,OW) - .
Reversal of land
revaluation
difference (5) (5} 5
Changes (net
amount) of items
other than
shareholders’ equity
| during the year - -
Total chanpes during
the fiscal year - -l - - - {5)| 7,000 5449] 12439| (6,014)] 6425
Balance as of
March 31, 2007 15992 18,590 18590] 1,991 400 45| 82,550( 19,011) 103,999| (23,119)| 115462
Valuation and transtation adjustments, efc.
Net unrealized gains on . .
ltem uvailable-‘fpr-sale Landrrcvm alu::mn u&‘ﬁﬁgﬁﬂ;n Total net assets
securities
Balance as of
March 31, 2006 6,268 (330} 5938 114,975
Changes during the fiscal
year
Payment of dividends by
way of profit disposal - (2,463)
Net income - 15,037
Directors’ bonus - (128)
Acquisition of treasury
stocks - (6,014)
Reversal of reserve for
reduction entry (Note) - -
General reserve R .
Reversal of land
revaluation difference - 5
Changes (net amount) of
items other than
shareholders’ equity
during the year 684 5 690 690
Total changes during the
fiscal vear 684 5 690 7,115
Batance as of
March 31, 2007 6,952 (324) 6,628 122,091
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Important Matters Affecting the Preparation of Interim Financial Statements

Previous Interim Fiscal Period
(April 1 - September 30, 2006}

Interim Fiscal Period under Review
(Apni! 1 - September 30, 2007)

Previous Fiscal Year
{April 1, 2006 — March 31, 2007)

1 Standard and method of valuation of
assets
(1) Marketable securities
Held-to-maturity bonds
Amortized  cost  method
(straight- line method)
Shares in  subsidiaries and
sssociated concemns
To be stated at cost based on
the moving-average method
Other marketable securities
Miarketable securities with fair
market value
Stated at market based on fair
market value, ctc. as of mterim
fiscal closing date
(Any valuation gain or loss to
be reported in & designated
component of net assets; cost
of sale to be computed by the
moving-average method)
Marketable securities without fair
market valoe
To be stated &t cost based on
the moving-sverage method
(2) Inventorics
Products and merchandise
Stated at cost based on the
periodic average method
(3) Derivative transactions
Stated at market based on the
market price, etc. as of interim

1 Standard and method of valuation of
assets
(I} Marketable securities
Held-to-maturity bonds
Same as left

Shares in  subsidiaries and
associated concerns
Same as left

Other marketable securities
Marketable securities with fair
market value

Same as lcft

Marketeble sccurities without fair
market value
Same as left

(2) Inventories
Products and merchandise
Same ps left

{3) Derivative transactions
Seame es left

1 Standard and method of velustion of
Bssots
{1) Marketable scourities
Held-to-maturity bonds
Same as left

Sheres in  subsidiaries and
associated concerns
Same as Ieft

Orther marketable securitics
Marketable securities with fair
market value
Stated at market based on fair
market vatue, etc. as of fiscal
closing date
(Any valuation gair or loss to
be reported in a designated
component of net assets; cost
of sale to be computed by the
moving-average method)
Marketable securitics without fair
market value
Same es left

(2) Inventories
Products and merchandise
Seme as left

(3) Derivative transactions
Stated m market based on the
market price, etc. as of fiscal

fiscal closing date closing date
2 Method of depreciation of fixed 2  Method of deprecimtion of fixed 2 Method of depreciation of fixed
assets nssets

(1) Tengible fixed assets
Mainly by declining-balance
method, but straight-line method
appliceble to buildings (excluding
accessory cquipment) acquired on
or after April 1, 1998)
Standard usefil years eare as
follows:

Buildings: 3 - 50 years

assets
(1} Tangible fixed assets
Same as left

{Changes in accounting policics)

With the revision of the Corporation
Tax Law, the Company adopted the
depreciation method based on the
revised Corporation Tax Law for
tangible fixed assets acquired on or
after April 1, 2007, effective from the
interim fiscal period under review.
The effect of this chenge on profit and
Joss is insignificent.

(Additional information)

Witk regard to assets acquired on of
before March 31, 2007, the Compamy
equally amortizes, cffective from the
interim fiscal period under review, the
difference  between  the  emount
equivalent to 5% of the ecquisition
value and the remainder value over a
period of five years, starting from the
following fiscal year of the fiscal year
when depreciation finished to the
depreciation limit. The effect of this
chanpe on profit and loss is

(1) Tangible fixed assets

Mainly by  declining-balance
method, bul straipht-line method
applicable to buildings (excluding
accessory cquipment) acquired on
or after April 1, 1998)

Standard useful years are as
follows:

Buildings: 3 - 50 years
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insignificant.

Previous Interim Fiscal Period
{April 1 - September 30, 2006)

Interim Fiscal Period under Review
(April 1 - Sepiember 30, 2607)

Previous Fiscal Year
(April 1, 2006 — March 31, 2007)

(2} Intangible fied assets

(2) Intangible fixed assets

(2) Intangible fxed assats

By straight-line method By straight-lins method By straight-line method
§ years for goodwill; internally 5 years for goodwill; intemally 5 years for poodwill; internally
estimated usable term (5 years) estimated usable term (5 years) estimated usable term (5 years)
for software (for intemal use) for software (for internal use} for software (for internal use)
3 Appropriation standard applicable to | 3 Appropriation standard spplicable to | 3 Appropriation standard epplicable to
provisions provisions provisions
(1) Allowance for bad debts (1) Allowance for bad debts (1) Allowanee for bad debts
In order to provide for losses from bad Sarne as left Same 25 left
debts, the Company appropristes an
estimated amount based on actual bad
debts with respect to its general claims,
and estimated non-recoverable amounts
based on individual examinetions of
recoverability with respect to its
specified claims including doubtful
receivables. :
(2)Provision for valuation loss on | (Q)Provision for valuation loss on | (2) Provision for valuation loss on

investments in  subsidiaries and
affiliates -
In order to provide against & decline in
the value of its investoents in
subsidiarics and affiliates, the Compeny
appropriates an emoumt corresponding
to the reduction of net worth equity.

(3) Provision for employees’ bonus
An amount corresponding to the
interim fiscal period under review is
appropriated for the next payment of
employees’ bonus,,

(4) Provision for directors’ bonuses
To provide for payment of directors’
benuses, the Company appropriates the
amount that is assumed to have acerued
as of the end of the interim fscal period
under review, based on the estimated
amount of payment &s of the end of the
fiscal year under review.

investments  in  subsidiaries  and
affiliates
Same a5 left

(3) Provision for employees’ boms
Same as left

(4) Provision for directors” bonuses

(Additional information)
Following & revision of the directors’
compensation  system,  directors’
bonuses arc to be included in
compensation and the  dircctors’
_ bonuses sct aside in the previous fiscal
year will not be paid.  Therefore, the
reserve for directors’ bonus payment
was reversed in the interim fiscal
period under review and gain en
reversal of reserve for directors” bonus
payment of ¥128 million is posted
under extreordinary profit.

investments in  subsidiarics and
affiliates
Same as left

(3) Provision for employees’ bonus
An amount corresponding to the fiscal
year under review is appropriated for
the next payment of cmployees® bonus.

(4) Provision for directors’ bonuses

To provide for payment of directors’
bonuses, the Company appropriates the
amount of bonus obligations as of the
end of the fiscal year under review,
based on the estimated amount of
payraent as of the end of the fiscal year
under review.
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Previous Interim Fiscal Period
(April 1 - September 30, 2006)

Interim Fiscal Period under Review
(April 1 - September 30, 2007)

Previous Fiscal Year
{April 1, 2006 ~March 31, 2007}

(5)Provision for employess™ scverance

benefits

Out of the estimated amount of pension
obligations and annuity assets as of the
end of the fiscal period under review,
the smount that is assumed to have
accrued gs of the end of the interim
fiscal period under review s
appropriated.

Past-work liability is expensed on the
pro-reta fixed instaflment basis over a
certain specific number of years (5
yecars) within the length of the
remaining period of service of the
cmployees &t the time of accrual of the
said differcnce.

Any arithmetic difference is expensed
on the prorata fixed installment basis
over a certain specific number of years
(10 years) within the length of the
remaining period of service of the
employees at the time of accrual of
such a difference.

(6)Provision for directors’ severance

bonus

In order to provide for payment of
directors”  scverance  bonus, the
Company appropriates the necessary
amount for payment as of the end of the
interim fiscal period under review in
accordance with the Rules on Directors®
Severance Bonus.

(5)Provision for employees’ severance
benefits
Seme as left

(6)15r0vision for directors’ scveramce
bomus

(Additional information)

The Company decided to pay directors’
severance bonus for the tenure period up to
the closing of the ordinary genera! meeting
of shareholders held on hme 26, 2007,
following the abolition of the system of
directors” severance bomus, md reversed
the whole amount of provision for
directors’ severance bonus in the interim
fiscal period under review. Severance
bomns payable of ¥1,080 million is
included in “Other long-term tiabilities™
under Long-term liabilities.

(5)Provision for cmployees® severance
benefits

Out of the estimated amount of pension
obligations and annuity assets as of the
end of the fiscal period under review,
the amount thet is assumed to have
accrued as of the end of the fiscal year
under review is appropriated.
Past-work liability is expensed on the
pro-rata fixed installment basis over a
ceriain specific oumber of years (5
years) within the length of the
remaining period of service of the
employces at the time of accrual of the
spid difference.

Any arithmetic difference is expensed
on the pro-rata fixed stallment basis
over a certain specific mmmber of years
(10 years) within the length of the
remaining period of service of the
employees at the time of accrual of
such a difference.

(6)Provision for directors” severance

bonus

In order to provide for payment of
directors”  scverence,  bonus,  the
Company appropriates the necessary
amount for paymeat as of the end of the
fiscal year under review in accordance
with the Rules on Directors’ Severance
Bonus.

Criteria for translation of foreign
currency-denominated  assets  end
liabilities into Japanese Yen

Forcign carrency-denominated cleims
and debts are translated into Japanese
Yen ot the spot foreign exchange rate
prevailing on the interim fiscal closing
date, and eny conversion differences
are trested es gain or joss.

4 Criteria for translation of important
foreign  currency-denominated  assets
and liabilities into Japenese Yen

Same as left

Criteria for transletion of foreign
currency-denominated  essets  and
liabilities into Japanese Yen

Foreign currency-denominated clxims
ond debis are translated into Japancse
Yen at the spot foreign exchange rate
prevailing on the fiscal closing date,
and eny conversion differences are
treated as gain or loss,
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Previous Interim Fiscal Period
{April 1 - September 30, 2006) .

Interim Fiscal Period under Review
(April 1 - September 30, 2007)

Previous Fiscal Year
(April 1, 2006 — March 31, 2007)

5 Method of treating lease transactions
The accounting treatment similar to the
method applied to conventional leases
is applied to financial leases other than
those where the ownership of the leased
properties is desmed to transfer to the
lessees,

5 Method of treating lease transactions
Same as left

5 Method of treating lcase transactions
Same &s left

6 Method of hedge accounting
(1) Method of hedge accounting
Deferred hedging is used.
Designation of hedges is applied to
foreign currency-denominated claims
and debts carrying exchange contracts,
ete.
(2) Method and subject of hedging
Method of hedging
Exchange contracts
Subject of hedging
Scheduted foreign
currency-denominated transactions
(3) Hedging policy
For exchange confrect transaction,
foreign exchenge fluctustion risks are
hedged in accordance  with
“Management Policy on Derivative
Transactions,” an in-house hedging
regulation of the Company.
{(4)Method of assessing effectiveness of
hedging
Judgment es to the effectiveness of
hedging is omiited, as it is assumed that
the principal amount of the hedging

6§ Method of hedge accounting
(1) Method of hedge accounting
Same as left

(2) Method and subject of hedging
Same as left

(3) Hedging policy
Same a5 left

(4)Method of assessing effectiveness of

bedging
Same as left

6 Method of hedge accounting
(1) Method of hedge accounting
Same as left

(2) Method end subject of hedging
Same as [=ft

(3) Hedging policy
. Same asleft

(#)Method of assessing effectiveness of
hedging
Same as left

method and the impertant terms
concerning the hedge are identical and
foreign exchange or cash flow
fluetuations will be fully offsct at the
time of commencement of hedging and
continuously thereafter.
7 Other imporiant matters for preparation | 7 Other important matters for preparation | 7 Other important matters for preparation
of interim financial staternents of interim finencial statements of financial statements
Accounting treatment of Consumption Accounting treatment of Consumption Accounting treatment of Consumption
Tax, etc, Tex, ete. Tax, etc.
For accounting purposes, amounts on Same es left For accounting purpeses, amounts on

the interim finencial statements are
reported net of Consumption Tax, ete.
(Consumption Tax end  Locel
Consumption Tex). Paid and received
Consumption Tax, ctc, arc offset
against each other and reported as part
of other current lisbilitics.

the interim fingnciel staternents are
reported net of Consumption Tax, etc,
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Changes in Accounting Treatment

Previous Interim Fiscal Period
(April 1 - September 30, 2006)

Interim Fiscal Period under Review
{April 1 - September 30, 2007)

Previous Fiscal Year
(from April 1, 2006- March 31, 2007)

(Accounting standard for directors’ bonus)
Effective from the interim fiscal period
under review, the Company adopted
“Accounting Stendard for Directors’
Bomus™ (ASBJ Statement No. 4 issued on
November 29, 2005). As a result,
operating income, ordinary income and
income before taxcs and other adjustments
decreased by ¥64 million each in
comparison with the amount calculated in
accordmmee with the conventional method.

(Accomting standerds for the presentation
of net assets in the balance sheet)
Following the enactment of Company Law
on Mey 1, 2006, “Accounting Standards
for Presentation of Net Assets in the
Balance Sheet” (ASBJ Statement No. 5
issued on December 9, 2005 and ASBJ
Guidance No. B issued on December 9,
2005) shall be epplied to financial
statements for the interim fiscal period
ending after the date thereof. In
accordance with the law, the Company
adopted  Accounting  Standards  for
Presentation of Net Assets in the Balance
Sheet, cffective from the interim fiscal
period under review.

The amount of what had previously besn
presented as “Sharcholders’ Equity” was
¥117,134 miilion.

Due to the amendment of the Rules on
Interim  Financial  Statements, the
Company prepared the prescatation of net
assets in the batence sheet as of September
30, 2006, based on the amended Rules on

Interim Financial Statements.

{Accounting standard for directors’ bonus)
Effective fromn the fiscal year under
review, the Company and its domestic
subsidiaries adopted “Accounting Standard
for Directors’ Bonus™ (ASBJ Statement
No. 4 issucd on November 29, 2005). As
a resnlt, operating income, ordinary
income and income before taxes and other
adjustments decreased by ¥128 million
each in comparison with the amount
calculsted in  accordance with the
conventional method

{Accounting standards for the presentetion
of net assets in the balance sheet)

Effective from the fiscal year under
review, the Company adopted “Accounting
Stendard for Presentation of Net Assets in
the Balance Sheet” (ASBJ Statement No. 3
issued on December 9, 2005 and ASBJ
Guidance No. 8 issued on December 9,
2005.)

The above change has had no influence on
profit and loss.

The smount of what was previously
presented as “Sharcholders’ Equity™ was
¥122 091 million.

Because of the amendment of Rules on
Financial Statements , the Company
prepared the presentation of net assets in
the balance sheet as of March 31, 2007,
based on the amended Rules on Financial
Statcments.
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Notes
(Interim Balance Sheet)
(Millions of Yen)
End of the Previous Interim Fiscal Period | o0 of e I’“"i&;““‘ Period vader End of the Previous Fiscal Year
(September 30, 2006) (Septrber 20, 2007) (March 31, 2007)

*1  Accumutated depreciation on tangible
fixed assets
6,452

*]  Accumulaied depreciation on tangible
fixed assets
5,708

*] Accumnlated depreciation on tangible

fixed assets
: 5430

2 Bills at maturity at the end of the

interim fiscal period are accounted
um_ingtheyaresctﬂ:dnnﬂmdaieof

maturity.
As the end of the intetim fiscal period
under review was a bank holiday, the
following bills &t maturity at the cad of
the interim fiscal period are excluded
from the balance as of the end of the
interim fiscal period under review:

Notes receivable 60

2 Bills at maturity at the end of the
intefim fiscal period are accounted
ssuming they are settled on the date of
maturity.

As the end of the interim fiscal period
under review was a bank holiday, the
following bills at maturity at the end of
the imterim fiscal period are excluded
from the balance as of the end of the
interim fiscal period under review:

Notes receivable 59

*2 Bills at maturity at the end of the
fiscal year are eccounted assuming
they are setled on the date of

ity.

As the end of the fiscal year under
review was a benk boliday, the
following bills at maturity at the end
of the fiscal year are excluded from
the balance a3 of the end of the fiscal
year under review:

Notes receivable 57
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(Interim Statement of Income)

{Millions of Yen)
Previous Interim Fiscal Period Interim Fiscal Period under Review Previous Consolidated Fiscal Year
{April 1 - September 30, 2006} (April 1 - September 30, 2007) (from April 1, 2006 - March 31, 2007)
* — *1 Extracrdinary profit primarily | *1 Extraordinary profit primerity
comprises: COmprises:
Gain on sale of investment securities (iain on sale of fixed assets 152
30
Gain on reversal of reserve for
directors’ bonus payment 128
¥2 Extraordmary Ioss primarily camprises: | *2 Extraordinary loss primarily comprises: | *2 Extraordinary loss primarily comprises:
Provision for losses on revaluation of Provision for losses on revaluation of Loss on retirement of fixed essets 147

investment in affiliated companies 273

investment in affiliated companics 144

Loss on retirement of fixed assets 101
3, Amount of depreciation for peried 3. Amount of depreciation for period 3. Amount of depreciation for period
Tengible fixed assets 326 Tengible fixed assets 451 Teangible fixed assets 761
Intengible fixed assets 365 Intengible fixed assets 220 Intangible fixed assets 722

-82-




(Items Related to the Interim Statements of Shareholders’ Equity)
End of Previous Interim Fiscal Period (April 1 ~ September 30, 2006)

1. Items related to treasury stocks

Balance at the End of Balance at the End of
Type of shares the Previous Fiscal Year Increase (Shares) Decrease (Shares) | the Interim Fiscal Period
{Shares) under Review (Shares)
Common stocks 3,611,190 943,503 4,554,693
(Outline of reasons for the change)
Main items of the increase are as follows:
1. Increase from acquisition of odd-lot shares: 503 shares
2. Increase from open-market share acquisition: 943,000 shares
End of Interim Fiscal Period under Review (April 1 — September 30, 2007)
1. Items related to treasury stocks
Balance at the End of Balance at the End of
Type of shares the Previous Fiscal Year Increase (Shares) Decrease (Shares) | the Interim Fiscal Period
(Shares) under Review (Shares)
Common stocks 4,556,375 750 4,557,165
(Outline of reasons for the change)
Main items of the increase are as follows:
Increase from acquisition of odd-lot shares: 790 shares
End of Previous Fiscal Year (April 1 2006 — March 31, 2007)
1. Items related to treasury stocks
Balance at the End of Balance a1 the End of
Type of shares the Previous Fiscal Year Increase (Shares) Decrease (Sheres) | the Interim Fiseal Period
(Shares) under Review (Shares)
Common stocks 3,611,190 945,185 4,556,375

(Outline of reasons for the change)

Main items of the increase are as follows:

1. Increase from acquisition of odd-lot shares: 2,185 shares

2. Increase from open-market share acquisition: 943,000 shares
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(Lease Transactions)
(Millions of Yen)

Previous Fiscal Year
(from April 1, 2006- March 31, 2007)

Tnterim Fiscal Period under Review
{April 1 - September 30, 2007)

Previous Interim Fiscal Period
{April 1 - September 30, 2006)

| Financial lcase transactions other than
those where the ownership of leased
propertics is deemed to transfer to the
lessees

1) Amount equivelent to acquisition cost

Financial lease transaétions other than
those where the ownesship of leased
properties is deemed to transfer to the
Jessees

1) Amount equivalent to acquisition cost

Financial lease tansactions other tham | 1
those where the ownership of leased
properties is deemed to transfer to the
fessees

1) Amount equivalent to acquisition cost

of leased properties, amount cquivalent
to accumulated deprecistion and
amount  equivalent to  amount
outstanding as of the end of interim
period

Tools, fixtures,

forniture, ete,

Amount equivalent
to cost of acquiring 655
Amount  equivalent
to accumutated

depreciation 537

Amount equivalent

to amount

outstanding as of the

end of interim

period 118
The amount cquivalent to the
acquisition cost is computed inclusive
of interest payable, as the amount of
uncamed leasing fecs outstanding es of
the end of the interim period represents
a small portion of the amount of
tangible fixed assets as of the cnd of the
said period.

2) Amount equivalent to uneamed leasing

fees as of the end of the interim period:
One year or less 54
Over one year 64
Total 18

The amount equivalent to uncarned
leasing fees is computed inclusive of
imerest paysble, as the amount of
uneamned leasing fees outstanding as of
the end of the interim period represents
a small portion of the amount of
temgible fixed assets as of the end of the
seid period.

3} Leasing fees payable and the amount

equivalent to depreciation expense
Leasing fees payeble 65

(Amount equivalent to deprecistion
expense)

4) Method of computation of amount

equivalent to depreciation expense

Depreciated on the basis of the
strajght-line method over the useful
years matching the lease prriod with a
residug) value of zero at the end of the

of leased propertics, amount equivalent
to  eccumuiated depreciation and
amount  equivelent to  amount
outstanding #s of the end of interim
period

Machinery,
equipment,
vehicles, ete.
Amount equivalent
to cost of acquiring 283
Amount equivalent
to accumulated
depreciation 93
Amoum equivalent
amount
outsnmdmg as of
the end of interim
periad 189
Same as left

2) Amount cquivalent to uncamed leasing

fees as of the end of the interim period:

One year of less 38

QOver ane year 101

Total 189
Seme as left

3) Leasing fees payable and the amount

equivalent to depreciation expense
Leasing fees payable 14

{Amount equivalent to depreciation
cxpense)

4) Method of computation of amommt

equivalent to depreciation expense
Same a5 left

of leased properties, amount equivalent
to accumnlated depreciation and

amount  equivelent to  amount
outstending es of the end of period
Machinery,
equipment,
vehicles, ete.
Amount eqnivalent
to cost of ecquiring 275
Amount equivalent
o accumulated
depreciation 53
Ammmt equivalent
amount
cmtsmndmg as of
the end of period 236
The amount equivalent to the

acquisition cost is computed inclusive
of interest payable, as the amount of
uncarned leasing fees outstanding as of

_ the end of the period represents a smail

portion of the amount of tangible fixed
assets as of the cad of the said period.

2) Amount equivalent 10 uncamed leasing

fees as of the end of the period:
One year or less 87
QOver one year 138
Total

226
The amount cquivalent to uncamed
lcasing fees is computed inclusive of
interest payable, as the amount of
unearned icasing fees outstanding as of
the end of the period represents a small
portion of the amount of tangible fixed
assets as of the end of the said period.

3) Leasing fees payable and the amount

equivalent to depreciation expense
Leasing fees payable 118

(Amount equiveleot to depreciation
expense}

4) Method of computation of amount

equivalent to depreciation expense

Depreciated on the basis of the
stroight-line method over the wscful
years matching the lease period with a
residual veluc of zero at the end of the

lease period. lease period.

Operating lease transactions —_ Opernting lease transactions

Unecamned leasing fees Unearned leasing fees

One year or less 4 One year or less 2
Ovzr ane year - Over one year -
Total 4 Total 2

-84-



(Marketable Securities)

As of End of Previous Interim Fiscal Period (September 30, 2006)
Unicharm has no shares of affiliated companies

Shares of subsidiaries with fair market value.

with fair market value.
{Millions of Yen
Amount recorded on the . ,
Type \nterim balance sheet Fair market value Difference
Stock of subsidiaries 1,146 26,232 25,086

As of End of Interim Fiscal Period under Review (September 30, 2007)
Unicharm has no shares of affiliated companies

Shares of subsidiaries with fair market value.

with fair market value.
{Millions of Yen
Amount recorded on the . .
Type interim balance sheet Fair market value Difference
Stock of subsidiaries 1,146 27,656 26,549

As of End of Previous Fiscal Year (March 31, 2007)
Shares of subsidiaries with fair market value, Unicharm has no shares of affiliated companies

with fair market value.
(Millions of Yen)
Type Aﬁ;ﬁﬁggf&ﬁc Fair market value Difference
Stock of subsidiaries 1,146 22,222 21,075
(Per-Share Information)
Interim Fiscal Period und Previ F'l:alY(Ym)
Jtem E’A';“rﬂ“‘l’s%;“t:;l::ﬁp;go"g ‘_mm Revion | (rom Apri 1. 2006 - March 31,
{April 1 - September 30, 2007) 2007)
Net assets per share 1,818.10 1,865.62 1,895.08
Net income per share 145,75 114,23 23198
‘Net income per share after | Interim net income per share Same as left Net income per share after

adjustment for residual equity

after adjustment for residual
equity is not reported due to the
absence of residual equity with a
dilutive effect.

adjustment for residual equity
is not reported due to the
ghsence of residual equity with
n dilutive effect.
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(Note) The calculation bases are as follows:

1. Net assets per share

. Pr;.vinus lnl-crim Interim Fiscal'Pu'iod Previous Fiscal Year
Ttem Fiscal Period nder Review (Erom April 1, 2006 -
(April 1 - September 30, (April 1 ~ September 30, March 31 5007)
2006) 2007) :
Total of net assets (Millions of Yen) 117,134 126,633 122,091
Amount deducted from total of net assets
(Millions of Yen) - - -
Interim net assets relevant to common stocks
(Millions of Yen) 117,134 126,633 122,091
Number of shares outstanding {commeon
stocks ) Thousands of shares) 68,981 68,081 68,931
Number of treasury stocks (Thousands of
shares) 4,554 4,557 4,556
Common shares outstanding at end of period
used in calculation of et assets per share
{Thousands of shares) 64,426 64,424 64,425
2. Net income per share
Pr;s;]usplm_n'im Interim Fisl:a.l'?criod Previous Fiscal Year
Ttem Period under Review (from April 1, 2006 -
April 1 - April 1 - March 31, 2007)
September 30, 2006) September 30, 2007} :
Net income shown i the interim statement
of income (Millions of Yen) 9,505 7,359 15,037
Amount not attributable to commen stock R .
holders (Millions of Yen) }
Interim net income relevant to common
¥s (Millions of Yen) 9,505 7,359 15,037
Average number of commoen shares during
period (Thousands of shares) 65,215 64,424 64,821

Outline of residual equity which, due to the
sbsence of dilutive effect, was not included
in the computation of the amount of interim
net income per share after adjustment for
residnal income

Stock option  program
resolved &t the Regular
General  Meeting  of
Sharcholders held on June
27, 2003:

Share warrants: 5380
Common shares: 538,000

Stock option program
resolved at the Regutar
General  Meeting  of
Sharcholders held on June
29, 2004:

Share warrants: 6,981
Common shares: 698,100

Details of the foregoing
are as described in Section
4 [State of The Company],
1 [State of Stocks, ete],
() [Smte of Stock

Options, ctc.]

Stock option program
resolved at the Regular
General  Meeting  of
Sharchotders beld on june
27,2003:

Share warrants: 5298
Common shares: 529,800

Stock option program
resolved at the Regular
General  Mecting  of
Sharcholders held on June
29, 2004:

Share warrants: 6,874
Common shares: 687,400

Details of the foregoing
are as described in Section
4 [State of The Companyl,
1 [State of Stocks, etcl,
) [State of Stock
Options, etc.]

Stock optioa program
resolved at the Regular
General  Meeting of
Shareholders held on June
27, 2003;

Share warrants: 5336
Common shares: 533,600

Stock option program
resolved at the Regular
Generel  Mecting  of
Shareholders beld on June
29, 2004;

Share warrants; 6921
Common shares: 692,100

Details of the foregoing
are as described in Section
4 [State of The Company],
1 {Suwate of Stocks, ete.}, (2)
[State of Stock Options,
etc.]
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(2) [Other]
With respect to interim dividends for the period under review, the Board of Directors at its
meeting held on October 31, 2007, resolved as follows:
Aggregate amount of interim dividend ¥1,481 million
Amount of interim dividend per si1are . ¥23
Effective date and date to start payment regarding claims for payment December 10, 2007
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Section 6 [Reference Information on the Company]

The Company submitted the following documents between the first day of the interim fiscal period

under review and the date of submission of this Interim Report:

(1) Financial Statement Report and Attachments covering 47th Fiscal Year (April 1, 2006 through

@

€)

March 31, 2007)
Submitted to Director General, Kanto Region Finance Bureau
Date Submitted June 27, 2007

Registration of Issuance of Corrections (straight corporate bond)
Submitted to Director General, Kanto Region Finance Burean
Date Submitted June 27, 2007

Statement of Revisions to the Financial Statement Report covering 47th Fiscal Year (April 1, 2006
through March 31, 2007)
Submitted to Director General, Kanto Region Finance Bureau

Date Submitted October 12, 2007
PART 2 [Information on Guarantors, etc. of the Company]
Nene
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Interim Report of Independent Auditors
December 13, 2006
To: Board of Directors
Unicharm Corporation
Audit Corporation Tohmatsu
Designated Partner
Mapaging Partner Takao Goto, C.P.A.

Designated Partner
Managing Partner Yoshiaki Kitamura, C.P.A.

For the purpose of conducting an audit certification in accordance with the provisions of Article 193-2
of the Securities and Exchange Law, we have audited the accompanying interim consolidated financial
statements of Unicharm Corporation and subsidiaries, comprising the interim consolidated balance
sheet, interim consolidated statement of income, interim consolidated statement of changes in
shareholders’ equity and interim consolidated statement of cash flows covering the interim fiscal period
(from April 1 through September 30, 2006) of its fiscal year (from April 1, 2006 through March 31,
2007). Responsibility for the preparation of these interim consolidated financial statements rests with
the Company’s management. Qur responsibility lies in expressing an opinion on the interim
consolidated financial statements based on our independent audits.

‘We conducted our audits in accordance with interim auditing standards generally accepted in Japan.
These standards require that we plan and perform the audit to obtain reasonable assurance about
whether or not the interim consolidated statements in their entirety are free of material
misrepresentation that may impair the judgment of investors with respect to the representation of useful
information contained in the interim consolidated financial statements. We have conducted the
interim audit by applying audit procedures consisting mainly of analytical procedures, etc. and
additional audit procedures as required. 'We believe that our interim audits provide a reasonable basis
for expressing our opinion on the interim consolidated financial statements.

In our opinion, the interim consolidated financial statements referred to above represent fairly, in all
material respects, useful information pertaining to the consolidated financial position of Unicharm
Corporation and subsidiaries as of September 30, 2006 and the results of their operations and their cash
flows for the interim consolidated financial period then ended (April 1 through September 30, 2006} in
conformity with standards for preparation of interim consolidated financial statements generally
accepted as fair and reasonable in Japan.

There exists no stake or interest between the Company and this Audit Corporation or its Managing
Partners that ought to be stated herein pursuant to the provisions of the Certified Public Accountant
Law.

* The foregoing is the digitized version of the matters stated on the original copy of the Interim Report
of Independent Auditors, and the said original copy is being separately kept in custody of the
Company.
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Interim Report of Independent Auditors
December 12, 2007

To: Board of Directors
Unicharm Corporation
Audit Corporation Tohmatsu

Designated Partner
Managing Partner Takao Goto, C.

Designated Partner
Managing Partner Seibei Kyoshima, C.PA.

For the purpose of conducting an audit certification in accordance with the provisions of Article 193-2
of the Financial Instruments and Exchange Law, we have audited the accompanying interim
consclidated financial statements of Unicharm Corporation and subsidiaries, comprising the interim
consolidated balance sheet, interim consolidated statement of income, interim consolidated statement
of changes in shareholders’ equity and intcrim consolidated statement of cash flows covering the
interim fiscal period (from April 1 through September 30, 2007) of its fiscal year (from April 1, 2007
through March 31, 2008). Responsibility for the preparation of these interim consolidated financial
statements rests with the Company’s management. Our responsibility lies in expressing an opinion on
the interim consolidated financial statements based on our independent audits.

We conducted our audits in accordance with interim auditing standards generally accepted in Japan.
These standards require that we plan and perform the audit to obtain reasonable assurance about
whether or not the interim consolidated statements in their entirety are free of material
misrepresentation that may impair the judgment of investors with respect to the representation of useful
information contained in the interim consolidated financial statements. We have conducted the
interim audit by applying audit procedures consisting mainly of analytical procedures, etc. and
additional audit procedures as required. We believe that our interim audits provide a reasonable basis
for expressing our opinion on the interim consolidated financial statements.

In our opinion, the interim consolidated financial statements referred to above represent fairly, in all
material respects, useful information pertaining to the consolidated financial position of Unicharm
Corporation and subsidiaries as of September 30, 2007 and the results of their operations and their cash
flows for the interim consolidated financial period then ended (April 1 through September 30, 2007) in
conformity with standards for preparation of interim consolidated financial statements generally
accepted as fair and reasonable in Japan.

There exists no stake or interest between the Company and this Audit Corporation or its Managing
Partners that ought to be stated herein pursnant to the provisions of the Certified Public Accountant
Law.

* The foregoing is the digitized version of the matters stated on the criginal copy of the Interim Report
of Independent Auditors, and the said original copy is being separately kept in custody of the
Company.
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Interim Report of Independent Auditors
December 13, 2006

To: Board of Directors
Unicharm Corporation

Audit Corporation Tohmatsu
Designated Parine

Managi artner Takao Goto, CPA

Designated Partner
Managing Partner Yoshiaki Kitamura, C.P.A.

For the purpose of conducting an audit certification in accordance with the provisions of Article 193-2
of the Securities and Exchange Law, we have audited the accompanying interim financial statements of
Unicharm Corporation, comprising the interim balance sheet, interim statement of income and interim
statement of changes in shareholders’ equity, covering the interim fiscal period (from April 1 through
September 30, 2006) of its 47th fiscal year (from April 1, 2006 through March 31, 2007).
Responsibility for the preparation of these interim financial statements rests with the Company’s
management. Our responsibility lies in expressing an opinion on the interim financial statements
based on cur independent audits.

We conducted our andits in accordance with interim auditing standards generally accepted in Japan.
These standards require that we plan and perform the audit to obtain reasonable assurance about
whether or not the interim statements in their entirety are free of material misrepresentation that may
impair the judgment of investors with respect to the representation of useful information contained in
the interim financial statements. We have conducted the interim audit by applying audit procedures
consisting mainly of analytical procedures, etc. and additional audit procedures as required. We
believe that our interim aundits provide a reasonable basis for expressing our opinion on the interim
financial statements. .

In our opinion, the interim financial statements referred to above represent fairly, in all material
respects, useful information pertaining to the financial position of Unicharm Corporation as of
September 30, 2006 and the results of their operations for the interim financial period then ended (April
1 through September 30, 2006) in conformity with standards for preparation of interim financial
statements generally accepted as fair and reasonable in Japan.

There exists no stake or interest between the Company and this Audit Corporation or its Engagement
Partners that ought to be stated herein pursuant to the provisions of the Certified Public Accountant
Law.

* The foregoing is the digitized version of the matters stated on the original copy of the Interim Report
of Independent Auditors, and the said original copy is being scparately kept in custody of the
Company.
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Interim Report of Independent Auditors
December 12, 2007

To: Board of Directors
Unicharm Corporation

Audit Corporation Tohmatsu
Designated Partner

anaging Partner Takao Gote, C.PA.

Designated Partner
Managing Partner Seibei Kyoshima, C.PA.

For the purpose of conducting an audit certification in accordance with the provisions of Article 193-2
of the Financial Instruments and Exchange Law, we have audited the accompanying interim financial
statements of Unicharm Corporation, comprising the interim balance sheet, interim statement of
income and interim statement of changes in shareholders’ equity, covering the interim fiscal period
(from April 1 through September 30, 2007) of its 48th fiscal year (from April 1, 2007 through March 31,
2008). Responsibility for the preparation of these interim financial statements rests with the
Company’s management. Our responsibility lies in expressing an opinion on the interim financial
statements based on our independent audits,

We conducted our audits in accordance with interim auditing standards generally accepted in Japan.
These standards require that we plan and perform the audit to obtain reasonable assurance about
whether or not the interim statements in their entirety are free of material misrepresentation that may
impair the judgment of investors with respect to the representation of useful information contained in
the interim financial statements. We have conducted the interim andit by applying audit procedures
consisting mainly of analytical procedures, etc. and additional audit procedures as required. We
believe that our interim sudits provide a reasonable basis for expressing our opinion on the interim
financial statements.

In our opinion, the interim financial statements referred to above represent fairly, in all material
respects, useful information pertaining to the financial position of Unicharm Corporation as of
September 30, 2007 and the results of their operations for the interim financial period then ended (April
1 through September 30, 2007) in conformity with standards for preparation of interim financial
statements generally accepted as fair and reasonable in Japan.

There exists no stake or interest between the Company and this Audit Corporation or its Managing
Partners that ought to be stated herein pursuant to the provisions of the Certified Public Accountant
Law.

* The foregoing is the digitized version of the matters stated on the original copy of the Interim Report
of Independent Auditors, and the said original copy is being separately kept in custody of the

Company.
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7. Notice Regarding Decision of Matters Regarding Acquisition of Company Shares



. TP

: %

o o
FASE

January 31, 2008

Company Name: Unicharm Corporation
® Representative: Takahisa Takahara, President and CEO
(Code Number: 8113; First Section of the Tokyo Stock Exchange)

Contact: Atsushi Iwata, Executive Officer and
General Manager of the Accounting Department
(Tel: +81-3-3451-5111)

Notice on Repurchase of Treasury Stock
(Repurchase of treasury stock in accordance with the provisions of the Articles of Incorporation
; pursuant to Article 459, Paragraph 1, Item 1 of the Corporate Law)
| B
® Unicharm Corporation (“the Company”) hereby announces that the Company resolved at a
| meeting of the Board of Directors held on January 31, 2008 to repurchase treasury stock as
follows, in accordance with the provisions of the Articles of Incorporation pursuant to
Article 459, Paragraph 1 of the Corporate Law.
| e 1.  Reason for repurchase of treasury stock
To enable the Company to further pass on profits to shareholders and execute capital
policies in a speedier and more agile way in response to changes in the corporate
environment.
9 2.  Details of repurchase
(1) Type of shares to be repurchased: Common stock of the Company

(2) Total number of shares to be repurchased: 850,000 shares {ceiling limit)
i (Ratio of the total number of
' shares to be repurchased to the .
® total number of shares outstanding
{excluding treasury stock): 1.32%)
(3) Total amount of shares to be repurchased: 5 billion yen (ceiling limit)
(4) Period for repurchase: From February 1, 2008 to
March 21, 2008

® .
(Reference)  Treasury stock held by the Company as of December 31, 2007
Total number of shares outstanding (excluding treasury stock):
64,424,008 shares
Number of shares held as treasury stock: 4,557,583 shares
@



8. 3rd Quarter Financial and Business Performance Flash Report, March 2008 Fiscal Year



unicharm G
oAb FY2008 Consolidated Financial Results

for the Third Quarter Ended December 31, 2007
{Apri| 1,2007 through December 31,2007
(Al finencia! information has been prepared in accordance with accounting principles generally accepted in Japan}
English translation from the original Japanese-|language document "KESSAN TANSHIN™

January 31, 2008
Listed Company Name : Unicharm Corporation
Listing: First Section,Tokyo Stock Exchange in Japan
Code Number: 8113
URL: http://www.unicharm.co.jp
Company Representative : Takahisa Takahara ,President and Chief Exective Officer
Contact Person: Atushi Iwata , Executive Officer
Telephone Number : (03) 3451 - 5111

1.Consolidated Results for the Third Quarter Ended December 81, 2007
{Amounts |ess than one million yen are omitted)

(1) Consolidated financial results
(The percentage figures the represent the
percentage of increese or decrease againsi
the seme period of the previous vear.)
Net Sales Operating Income Ordinary Income
Million yen 94 Million yen % Million yen [
3rd Q@ FY 2008 251,01 11.4 25,602  14.0 25, 265 12.8
3rd @ FY 2007 225,422 12.2 22, 462 6.0 22, 407 2.6
Year Ended KY2007 301,880 — 29,928 — 30,011 —
Net income 5 Net income ) Net incm.:na
or share-basic Per share-diluted
Million yen % Yen| Yen|
3rd Q FY 2008 12, 866 13.8 199, 70 199. 61
3rd Q@ FY 2007 11,302 A 50 174,01 173.87
Year Ended FY2007 15,008 ~ 232,31 23211
{2) Consolidated financial position
Total assets Shareholders' equity i lle- !D c:f . sharehold]er' equity
Million yen Yen| 94 Yen
3rd Q@ FY 2008 283,053 185, 883 59.7 2,622.20
3rd Q@ FY 2007 258, 518 170, 983 60, 2 2,415.95
Year Ended FY 2007 268, /63 171,044 50.0 2,501, 60
(8} Consolidated Cash flowa
From operating From investing From financing hCa sh_an{i ts
activities activities activities cas] eqmiva[en
Million yen Million yen Million yen Million yen
3rd @ FY 2008 30, 994 A 11,004 A5, 445 79,949
ard @ FY 2007 14,483 A 13,168 A 9,575 59, 698
Year Ended FY 2007 28, 357 A 20, 328 A 10,795 55, 449
2.Projected Financial Results for the Fiscal Year ending March 31,2008
(April 1,2007 through March 31, 2008)
X , . Net Income
Net Sales Operating Income Operating Income Net Income .
Million yen %{ Million yen 9t Million yen 3| Million yen % Yen
Full Year 328, 000 8.7 33, 000 10, 3 33, 000 9.7 15, 500 2.9 [ 240.59

The foregoing projected results include forecests based on premises, prospects and plans pertaining
to the future (as of the date of release). Actual results may differ materially from the projected
figures presented herein dus to actua} markst conditions, foreign exchange flustuation risks and
other uncertainties.

3.0ther Information
1. Changes in consolidated subsidiaries : None

2. Adoption of simplified accounting method : None
3. Changing in sccounting mathod . Yes



Consolidated Quartely Balance Sheets

3rd quarter FY 2007 3rd quarter FY 2008 Year Ended FY2007
{As of December 31,2006) {As of December 31,2007) {As of March 31,2007)
Million yen %}  Milion yen %| Million yen %
(ASSETS)
I CURRENT ASSETS 135,143 52.3 156,637 55.3 142,588 53.1
I FIXED ASSETS 123,475 47.7 126,416 447 126,175 469
Net property plant and equipment 83,901 324 89,549 N7 88,725 322
Software and Intangibles 4,155 1.6 3,747 13 4,027 15
Investments and Other Assels 35,418 13.7 33,118 11.7 35,422 13.2
TOTAL 258,618 100.0 283,053 100.0 268,763 100.0
{LIABILITIES}
I CURRENT LIABILITIES 73,134 283 §1,752 289 75,370 28.0
1l LONG-TERM LIABILITIES 14,500 5.6 15,418 5.4 16,343 6.1
TOTAL LIABILITIES 87,634 33.9 97,170 34.3 91,714 34.1
{Net Assets)
1 Owners’ Equity 148,266 57.3 161,968 57.2 152,010 56.6
I Valuation,Translation Adjustment and Other 7,383 2.9 6,964 25 9,155 34
m Minority Interests 15,333 589 16,950 6.0 15,883 5.9
Total net assels 170,983 66.1 185,883 65,7 177,048 65.9
Total liabilities,net assets 258,618 100.0 283,053 100.0 268,763 100.0

Consolidated Quartely Statements of Income

Aprl 1,2006 through Decamber 31,2001

3rd quarter FY 2007 - |

3rd quarter FY 2008
April 1,2007 thivugh December 31,2007

Year Ended FY2007
(April 1,2008 through March 31,2007}

Million yen %| Million yen %| Million yen %

% % %

I NET SALES 225422 100.0 251,011 100.0 301,880 100.0

I COST OF SALES 128,496 57.0 145,031 57.8 173,238 57.4

Gross profit 96,925 43.0 105,879 42.2 128,641 426
SELLING GENERAL AND

I ADMINISTRATIVE EXPENSES 74.472 33.0 80,376 320 98,711 32.7

Operating income 22,452 10.0 25,602 10.2 29,929 9.9

IV NON-OPERATING INCOME 1,322 0.6 1,362 0.6 1,897 0.7

V NON-OPERATING EXPENSES 1,367 0.7 1,700 0.7 1,755 0.6

Ordinary income 22,407 9.9 25,265 101 30,071 10.0

VI EXTRAORDIMARY INCOME 54° 0.0 383 0.1 225 0.1

Vil EXTRAORDIMARY LOSSES 520 0.2 432 0.2 1,218 0.5

Incorme before Income taxes 21,941 9.7 25,216 10.0 29,078 9.6

Income Taxes 9,068 4.0 10,178 4.0 11,952 4.0

Minority interests in net income 1,569 0.7 2,171 0.9 2,067 0.6

Net income 11,302 5.0 12,865 51 15,058 5.0




Consolidated Statements of Cash Flows

3rd quarter FY 2007

3rd quarter FY 2008

Year Ended FY2007

{April 1,2006 through Dacember 31.2008)| {Aprl 1,2007 Swough Decamber 31,2007)|  (Aprit 1,2008 fivouph March 31.2007)
Million yen Million yen Million yen

1 Nst cash provided by operating activitieJ 14,483 30,884 28,357
I Investing activities A 13,168 A 11,094 AL20,328
[ Financing activities 59575 A 5,446 A10,795
v Forelign currency translation 210 48 567

adjustments on cash and cash

Net Increase(decrease)in cash and
V cash equivalents 47,850 14,499 A2,198

Cash and cash equivaients,
V1 beginning of year 67,649 65,449 67,648
VI Cash and cash equivalents, end of 59,698 76,949 65,449

year




9. Company Share Purchase Status Report



Document submitted to EDINET on February 15, 2008
Unicharm Corporation (242058)

Report on the Status of Purchase of Treasury Stock Certificates (pursuant to Asticle 24-6, Paragraph 1 of the law)

[Cover]
Document to be submitted:

Provision to base upon:

Place of submission:

Date of submission:
Report period:

Company name:

Company name in English:

Title and name of representative:

Location of head office:

Telephone number:
Contact person:

Nearest place of contact:

Telephone number;
Contact person:

Report on the Status of Purchase of Treasury Stock
Certificates

Article 24-6, Paragraph 1 of the Financial Instruments
& Exchange Law

Director-general of the Kanto Local Finance Bureau
February 15, 2008

From January 31, 2008 to January 31, 2008
Unicharm Kabushiki Kaisha

Unicharm Corporation

Takahisa Takahara, President and CEQ

182 Kinseicho Shimobun, Shikokuchuo,
Prefecture

(The aforementioned address is the registered location
of the head office. Actual head-office operations are
carried out at the address given below.)

Sumitomo Fudosan Mita Twin Building West

3-5-27 Mita, Minato-ku, Tokyo

03-3451-5111 (key number)

Atsushi Iwata, Executive Officer and General Manager
of Accounting Division

Sumitomo Fudosan Mita Twin Building West

3-5-27 Mita, Minato-ku, Tokyo

03-3451-5111 (main number)

Atsushi Iwata, Executive Officer and General Manager
of Accounting Division

Ehime

Locations at which Document is Made Available for Public Inspection:

Head Office of Unicharm Corporation (Tokyo Branch)
(Sumitomo Fudosan Mita Twin Building West
3-5-27 Mita, Minato-ku, Tokyo)

Osaka Branch of Unicharm Corporation
(Central Shin-Osaka Building 4-5-36 Miyahara,
Yodogawa-ku, Osaka)

Tokyo Stock Exchange, Inc.
(2-1 Nihonbashi Kabutocho, Chuo-ku, Tokyo)
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Document submitted to EDINET on Februacy 15, 2008
Unicharm Corporation (242058)
Report on the Status of Purchase of ‘Treasury Stock Certificates (pursuant to Article 24-6, Paragraph 1 of the law)

Type of share: Common stock

1 [Status of Repurchase]

(1) [Status of repurchase based on a resolution of a general meeting of

shareholders]
Not applicable.

(2) [Status of repurchase based on a resolution of the Board of Directors]

As of January 31, 2008
Cateso Number of shares Total value
gory {share) (yen)
Status of a resolution at a meeting of the Board of
Directors (January 31, 2008)
(Period for repurchase: From February 1, 2008 to 850,000 5,000,000,000
March 21, 2008)
Numnber of treasury shares repurchased in the reporting XXX XX ) )
month (date of repurchase)
Total - - -
Accumulated number of shares of treasury stock ) .
repurchased as of the end of the reporting month
Status of progress in repurchase of treasury stock (%) - -
2 [Status of Disposition]
Not applicable.

3 [Status of Holdings]

As of January 31, 2008

Status of holdings as of the end of the reporting month Number of shares (share) '

Total number of shares outstanding 68,981,591
Number of shares held as treasury stock 4,557,653

22




10. Noftice Regarding Buyback of Shares through ToSTNeT-3



FASE

February 25, 2008

Company Name: Unicharm Corporation

Representative: Takahisa Takahara, President and CEO
(Code Number: 8113; First Section of the Tokyo Stock Exchange)

Inquiries: Atsushi Iwata, Executive Officer and
General Manager of the Accounting Department

(Tel: +81-3-3451-5111)

Notice on the Resulits of Repurchase of Treasury Stock through Off-

Hours Trading System for Treasury Stock (ToSTNet-3)

Unicharm Corporation (the “Company”) hereby announces that the Company today carried
out the repurchase of treasury stock, which was announced on February 22, 2008, as

follows.
The Company also announces that repurchase of treasury stock based on the resolution
made at a meeting of the Board of Directors held on January 31, 2008 was completed with

today’s repurchase.

1.

Reason for repurchase:

2. Type of shares repurchased:

3.  Total number of shares repurchased:
4,  Repurchase price:

5.  Date of repurchase:

6. Method of repurchase:

(Reference)

To enable the Company to further pass on
profits to shareholders and execute capital
policies in a speedier and more agile way in
response to changes in the corporate
environment

Common stock of the Company

690,600 shares

7,240 yen

February 25, 2008

Repurchase through the off-hours trading
system of the Tokyo Stock Exchange for
treasury stock

Details of the decision relating to the specific method of repurchase of treasury stock
(publicly announced on February 22, 2008)

» Type of shares to be repurchased:

Common stock of the Company

o Total number of shares to be repurchased: 690,600 shares
o Total value of shares to be repurchased: 4,999,944,000 yen
» Status of progress as of February 25, 2008
Total number of shares repurchased: 690,600 shares
Total value of shares repurchased 4,999,944,000 yen



11. Notice Regarding Acquisition Result of Buyback of Shares through ToSTNeT-3



February 22, 2008

Company Name: Unicharm Corporation

Representative: Takahisa Takahara, President and CEO

{Code Number: 8113; First Section of the Tokyo Stock Exchange)
Inquiries: Atsushi Iwata, Executive Officer and

General Manager of the Accounting Department

{Tel: +81-3-3451-5111)

Notice on Repurchase of Treasury Stock through Off-Hours Trading System for Treasury
Stock (ToSTNet-3)

Unicharm Corporation (the “Company™) announced today that the Company decided a specific method of
repurchasing treasury stock in accordance with the provisiens of the Articles of Incorporation pursuant to
Article 459, Paragraph | of the Company Law.

1. Method of acquisition
The Company will entrust purchase of own shares through the off-hours trading system of the Tokyo
Stock Exchange for treasury stock (ToSTNet-3) at 8:45 am. on February 25, 2008 at 7,240 yen, the
closing quotation of today (February 22, 2008) (there will be no change in the trading system and
trading hours). The said purchase order will be limited to the said trading hours.

2. Details of repurchase
(1)  Type of shares to be repurchased: Common stock of the Company
(2) Total number of shares to be repurchased: 690,600 shares
Notes

1. There will be no change in the said number of shares. There is a possibility that the
Company may not make part or whole of the repurchase because of market trends or for
other reasons.

2. The Company will make the purchase by placing a purchase order corresponding to the
number of shares scheduled to be repurchased.

-3, Public announcement of the results of transaction
The results of repurchase will be made public after the end of trading hours at 8:45 am. on February

25, 2008,

(Reference)  Details of the resolution relating to repurchase of treasury stock

(publicly announced on January 31, 2008)

o Type of shares to be repurchased: Common shares of the Company

« Total number of shares to be repurchased: 850,000 shares (ceiling limit}
(Ratio of the total number of shares to
be repurchased to the total number of
shares outstanding (excluding
treasury stock): 1.32%)

* Total price of shares to be repurchased: 5 billion yen (ceiling limit)
« Period for repurchase: From February 1, 2008 to
March 21, 2008
» Status of progress as of February 22, 2008
Total number of shares repurchased: 0 shares

Total value of shares repurchased: 0 yen




12. Company Share Purchase Status Report



Document submitted through EDINET on March 14, 2008
Unicharm Corporation (242058)

Report on Treasury Stock Repurchase Status (submitted pursuant to Article 24-6, Paragraph 1 of

[Cover]
Document to be submitted:
Provision to base upon:

Place of submission:

Date of submission:
Report period:

Company name:

Company name in English:

Title and name of representative:

Location of head office:

Telephone number:
Contact person:

Nearest place of contact:

Telephone number:
Contact person:

the Law)

Report on Treasury Stock Repurchase Status

Article 24-6, Paragraph 1 of the Financial Instruments
& Exchange Law

Director-General of the Kanto Local Finance Bureau
March 14, 2008

From February 1, 2008 to February 29, 2008

Unicharm Kabushiki Kaisha

Unicharm Corporation

Takahisa Takahara, President and CEO

182 Shimobun, Kinsei-cho, Shikoku Chuo-shi, Ehime
(The aforementioned address is the registered location
of the head office. Actual head-office operations are
carried out at the address given below.}

Sumitomo Fudosan Mita Twin Building West Wing
3-5-27 Mita, Minato-ku, Tokyo

03-3451-5111 (main number)

Atsushi Iwata, Executive Officer and General Manager
of the Accounting Division

Sumitomo Fudosan Mita Twin Building West Wing
3-5-27 Mita, Minato-ku, Tokyo

03-3451-5111 (main number)

Atsushi Iwata, Executive Officer and General Manager
of the Accounting Division

Place where the Report on Treasury Stock Repurchase Status is available for public

LEGAL_IP# 2921180.1

inspection:

Head Office of Unicharm Corporation (Tokyo Branch)
(Sumitomo Fudosan Mita Twin Building West Wing,
3-5-27 Mita, Minato-ku, Tokyo)

Osaka Branch of Unicharm Corporation

(Central Shin-Osaka Building, 4-5-36 Miyahara,
Yodogawa-ku, Osaka)

Tokyo Stock Exchange, Inc.

(2-1 Nihonbashi Kabuto-cho, Chuo-ku, Tokyo)

12




Document submitted through EDINET on March 14, 2008
Unicharm Corporation (242058)
Report on Treasury Stock Repurchase Status (submitted pursuant to Article 24-6, Paragraph 1 of

Type of share: Common stock

1 [Status of Repurchase]

the Law)

(1) {Status of repurchase based on a resolution of a general meeting of

shareholders]
Not applicable.

(2) [Status of repurchase based on a resolution of the Board of Directors]

As of February 29, 2008

Catego Number of shares Total value
gory (share) (yen)

Status of a resolution at a meeting of the Board of

Directors (January 31, 2008)

(Period for repurchase: From February 1, 2008 to 850,000 5,000,000,000

March 21, 2008)

Number of treasury shares repurchased in the reporting February 25 | 690,600 4.999 944,000

month (date of repurchase) ary ! s
Total - 690,600 4,999,944 000

Accumulated number of treasury shares repurchased

as of the end of the reporting month 690,600 4,999,944,000

81.25 100.00

Status of progress in repurchase of treasury shares (%)

2 [Status of Disposition]
Not applicable.

3 [Status of Holdings]

As of February 29, 2008

Status of holdings as of the end of the reporting month

Number of shares (share)

Total number of shares outstanding

68,981,591

Number of shares held as treasury shares

5,248,303

212

LEGAL_JP # 2921180.]




13. Company Share Purchase Status Report



Document submitted through EDINET
Unicharm Corporation (E00678}

Report on Treasury Stock Repurchase Status (submitted pursuant to Article 24-6, Paragraph | of

[Cover]
Document to be submitted:
Provision to base upon:

Place of submission:

Date of submission:
Report period:

Company name:

Company name in English:

Title and name of representative:

Location of head office:

Telephone number:
Contact person:

—Nearest-place of contact:

Telephone number:
Contact person:

the law)

Report on Treasury Stock Repurchase Status

Article 24-6, Paragraph 1 of the Financial Instruments
& Exchange Law

Director-General of the Kanto Local Finance Bureau
April 15, 2008

From March 1, 2008 to March 31, 2008

Unicharm Kabushiki Kaisha

Unicharm Corporation

Takahisa Takahara, President and CEO

182 Shimobun, Kinsei-cho, Shikoku Chuo-shi, Ehime
(The aforementioned address is the registered location
of the head office. Actual head-office operations are
carried out at the address given below.)

Sumitomo Fudosan Mita Twin Building West Wing
3.5-27 Mita, Minato-ku, Tokyo

03-3451-5111 (key number)

Atsushi Iwata, Executive Officer and General Manager
of the Accounting Division

Sumitomo Fudosan Mita Twin Building West Wing
3-5-27 Mita, Minato-ku, Tokyo

03-3451-5111 (main number)

Atsushi Iwata, Executive Officer and General Manager
of the Accounting Division

Place where the Report on Treasury Stock Repurchase Status is available for public

LEGAL JP # 2621177.1

inspection:

Head Office of Unicharm Corporation (Tokyo Branch)
(Sumitomo Fudosan Mita Twin Building West Wing,
3.5-27 Mita, Minato-ku, Tokyo)

"Osaka Branch of Unicharm Corporation

(Central Shin-Osaka Building, 4-5-36 Miyahara,
Yodogawa-ku, Osaka)

Tokyo Stock Exchange, Inc.

(2-1 Nihonbashi Kabuto-cho, Chuo-ku, Tokyo)

1/2



Document submitted through EDINET
Unicharm Corporation (E00678)
Report on Treasury Stock Repurchase Status (submitted pursuant to Article 24-6, Paragraph 1 of

Type of share: Common stock

1 [Status of Repurchase]

the law)

(1) [Status of repurchase based on a resolution of a general meeting of

shareholders]
Not applicable.

(2) [Status of repurchase based on a resolution of the Board of Directors]

As of March 31, 2008
Category Number of shares Total value
) (share) (yen)
Status of a resolution at a meeting of the Board of
Directors (Japuary 31, 2008
(Period fof- rep:;zhase: Fron)1 February 1, 2008 to 850,000 5,000,000,000
March 21, 2008)
Number of treasury shares repurchased in the reporting 300K XX ) _
month {date of repurchase)
Total - - -
Accumulated number of treasury shares repurchased
as of the end of the reporting muroyr’:th i 690,600 4,999,944,000
81.25 100.00

Status of progress in repurchase of treasury shares (%)

2 [Status of Disposition]
Not applicable.

3 [Status of Holdings]

As of March 31, 2008

Status of holdings as of the end of the reporting month

Number of shares (share)

Total number of shares outstanding

68,981,591

Number of shares held as treasury shares

5,248,303

212

LEGAL _JP# 2921177.1




14. 4th Quarter Flash Report, March 2008 Fiscal Year



unicharm

FY2008 Consolidated Financial Results
for the Year Ended March 31, 2008

(April 1,2007 through march 31, 2008)

(Al financial information has been prepared in accordance with accounting principles generally accepted in Japan)
English transiation from the original Japanese-language document "KESSAN TANSHIN®

April 28, 2008

Listed Company Name :
Listing :

Code Number:

URL:

Company Representative :
Contact Person:
Telephone Number :

Date of ordinary general shareholders' meeting

Payment date of cash dividends
Filing date of financial statement

Unicharm Corporation

First Section,Tokyo Stock Exchange in Japan

8113

http://www.unicharm.co.jp
Takahisa Takahara ,Fresident and Chief Exective Officer
Atsushi Iwata , Executive Officer

{03) 3451 - 5111

June, 25, 2008
June, 9, 2008
June, 26, 2008

1.Consolideted Results of FY2008 { April 1,2007 through March 31,2008)

(1) Consolidated financial results (Amounts less than ore miilion yen are omitted)
{Percentage of compared with the previous year)
Net Sales Operating Income Ordinary Income Net income
Million yen [ Million yen % Million yen [T Million yen %
Year Ended FY2008 336,864 11,6 31,731 12,7 32,321 1.5 16,683 10.8
Year Ended FY2007 301,880 11.7 29,929 4.9 30.0M1 4.5 15,058 A 1.5
Net income Net income Net income to Ordinary income to | Operating tncome to
Per ghare-basic | Perghare-diluted | Shareholder'eguitv |  Assets Net sales
Yen| Yen| 9
Year Ended FY2008 259, 39 259. 31 10,3 1.9 10.0
Year Ended FY2007 232. 31 232.17 9.6 11. 6 9.9
{Reference) Equity method investment gain or loss:
FY 2008 14 million yen
) FY 2007 8 million yen
(2) Consolidated financial position
Total assets Shareholders’ equity Raio of . sharebolder' equity
ghareholder’ equity per share
Million yen Yen| % Yen|
Year Ended FY2008 275, 435 179,170 58.9 2,545.79
Year Ended FY2007 268, 763 177, 049 60, 0 2,501, 60
(Reference) Equity at the year-end
FY 2008 162, 25WMillion yen
FY 2007 161,165Million yen
(3) Consolidated Cash flows
Cash and
From operating activities | From investing activities | From financing activities cash equivalents
at the end of vear
Millien yen Million yen Million yen Million yen
Year Ended FY2008 45,308 A 10,091 A 12,585 81,317
Year Ended FY2007 28, 357 A 20,328 A 10, 795 69, 449
2.Cash dividends
— - _Cash dividends per share Ratio of total amount
. Total amount of cash Dividends payout of dividends to
Interim | Yearend | Annual dividends(annual ratiolconsolidated) shareholders’
ui id
yen| yen| yen Million yen| 9%, 1’3
Year Ended FY2007] 22.00 22.00 44,00 2,834 18.9 1.8
Year Ended FY2008] 23.00 23,00 46, 00 2, 947 11.7 1.8
Year Ended
FY2009 27.00 27.00 54, 00 14.7




3.Forcast of consolidated Results for FY2002 {(April 1,2008 through March 31,2009)

Net Sales Operating Income Ordinary Income Net Income
Million yen % Million yen % Million yen % Million yen 96|
Interim 167,000 4.1 14,800 0.6 14,200 A 2.2 1,100 0.6
Full Year 352,000 4.5 36,000 6.7 34, 400 6.4 17,500 4.9
4.0thers

{1)Changes in significant subsidiaries during FY2007 : No
(Changes in specified cubsidiaries resulting in changes in scope of consolidation)

(2)Changes in Actounting Principles, Proceedure, Presentation method for Cosolidation financial results
Changes arising from revision of accouting standards : Yes
Changes arising from revision of other factor : No

(3YNumber of shares issued and outstanding(commen stock}

Number of shares outstanding at year-end (including treasury stock)

FY2008 68,981,591  shares
FY2007 68, 981,591  shares
Number of treasury stock at the ysar-end
FY2008 5, 248,303 shares
FY2007 4,556,375 shares

Referonce : Overview of the Unconsolidated Financial Results

1.Unconsolidated results for FY2008{April 1,2007 through March 31,2008)

(1) Unconsolidated financial results

Net Sales Operating Income Ordinary Income Net Income
Million yen % Million yen 9% Million ven 96 Million yen %
Year Ended FY2008 174, 231 1.5 11,824 4.4 17,282 A 14. 6 11,378 A 24.3
Year Ended FY2007 171,663 4.0 11,326 A 6.5 20,232  23.2 15, 037 31.7
Net Income Net Income
Per share-basic Pershare-diluted _ |
Yen| Yen|
Year Ended FY2008] 176. 91 -
Year Ended FY2007] 231, 98 -
{2) Unconsolidated financial position
, . Ratio of Shareholdes' Equity
Total Asseta Shareholders' Equity shareholders' Fauity ner share
Millign yen) Million yen| 94/ - Yen|
Year Ended FY200 156, 005 120, 520 71.3 1,891, 01
Year Ended FY200 157, 286 122, 091 771.6 1,895. 08




Consolidated Balance Sheets

Year Ended FY2007 Year Ended FY2008 increase
(As of March 31,2007) {As of March 31,2008) Decreass
Million yen % Millicn yen % Million yen %
(ASSETS)
[ CURRENT ASSETS 142,588 53.1 157,751 5713 15,163 10.6%
O FIXED ASSETS 126175 46.9 117,684 42.7 L8491 £.7%
Net property,plant and equipment 86,725 322 86,463 3.4 H262 -0.3%
Software and Intangibles 4,027 1.5 3,745 1.4 A282 -7.0%
Investments and Other Assets 35,422 13.2 27,476 9.9 AT 946 -22.4%
TOTAL 268,763 100.0] 275,435 100.0 6,672 2.5%
(LIABILITIES)
1 CURRENT LIABILITIES 75,370 28.0 82,433 30.0 7.063 9.4%
I LONG-TERM LIABILITIES 16,343 6.1 13,831 5.0 A2,512 -15.4%
TOTAL LIABILITIES 91,714 4.1 96,265 35.0 4,551 5.0%
(Net Assets)
1 Owners' Equity 152,010 56.6 160,785 58.4 B175 5.8%
o Valuation, Trans!ation Adjustment and Othe: 9,155 34 1,465 0.5 A7890 -84.0%
® Minority Interests 15,883 5.9 16,919 6.1 1,036 6.5%
Total net assets 177,049 65.9 179,170 65.0 2,121 1.2%
Total liabilities, net assets 268,763 100.0 275,435 100.0 6.672 2.5%
Consolidated Statements of Income
Year Ended FY2007 Year Ended FY2008 Increase
{Aprl 1,2006 through March 31,2007) | (April 1,2007 through Mareh 31,2008) Decreass
Million yen % Million yen % Millicn yen %
% % %
I NET SALES 301,880 100.0 335,864 100.0 34,984 11.6%
I COST OF SALES 173,238 57.4 196,130 58.2 22,892 13.2%
Gross profit 128,541 42.6 140,734 41.8 12,093 9.4%
SELLING,GENERAL AND
W ADMINISTRATIVE EXPENSES 98,711 327 107,002 31.8 8,291 8.4%
Operating income 29,929 9.9 33,731 10.0 3,802 12.7%
TV NON-OPERATING INCOME - 1,897 07 2,021 08 124 6.5%
V NON-OPERATING EXPENSES 1,755 0.6 3,425 ‘1.0 1,670 95.2%
Ordinary incoms 30,071 10.0 32,327 9.6 2,256 7.5%
V]l EXTRAORDIMARY INCOME 225 0.1 398 0.1 173 76.9%
Vi EXTRAORDIMARY LOSSES 1,218 0.5 832 0.2 AJBE -31.7%
income before Income taxes 29,078 9.6 31,893 9.5 2,815 9.7%
income Taxes - Current 10,062 12,509 2,447 24.3%
income Taxes - Deferred 1,890 ai2s A2016] -106.7%
Minority interests in net income 2,087 2,827 760 36.8%
Net income 15,058 5.0 16 683 5.0 1,625 10.8%




Consolidated Statements of Cash Flows

Year Ended FY2007 Year Ended FY2008 Increase
Decrease
{AprE 1,2006 through March 31,2007) | (Ao 1,2007 lhrough March 31,2008} .
Million yen Milllon yen Million yen
I Net cash provided by operating activiles; 28,357 45,308 16,951
I Investing activities A 20,328 A 10,091 10,237
I Financing activities A 10,795 A 12,585 A1790
Foreign currency translation
W atjustments on cash and cash 567 A 763 £1.330
Net increase({decrease)in cash and
A cash equivalents A 2,199 21,868 24,067
Vi Sf::;nd cash equivalents, beginning 67,649 65,449 A2.200
Vi Cash and cash equivalents, end of 65,449 87317 21,868

year

Items pertaining to preparation of quarterly consolidated financial statement

Changes in scope of consoldation and equity method

Consclidated subsidiaries
(Increase)
(Decrease)

Affiliates accounted for under the squity method

(Increase)
(Decrease)




15. Regarding Thinking and Planning for Reduction of Investment Units
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June 20, 2008

Company Name: Unicharm Corporation

Representative: Takahisa Takahara, President and CEO

(Code Number: 8113; First Section of the Tokyo Stock Exchange)
Inquiries: Atsushi Iwata, Executive Officer and

General Manager of the Accounting Division

(Tel: +81-3-3451-5111)

The Company’s views and Policies on Reduction of Investment Unit

1. Ideas about reduction of investment unit

The Company regards an increase in the number of individual shareholders and
better liquidity of shares as important managerial challenges and has been pushing
forward with measures to achieve these targets. The Company lowered the equity
investment unit from 1,000 shares to 100 shares on August 1, 1997 to establish an
environment that makes it easier for more investors to invest in shares of the

Company.

2. Policies on reduction of investment unit

The Company will continue to take various measures, with its eye on the trends in
the market, in order to further circulate its shares and expand its investor base.

End.
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June 25, 2008

Company Name: Unicharm Corporation

Representative: Takahisa Takahara, President and CEO

(Code Number: 8113; First Section of the Tokyo Stock Exchange)
Inquiries: Atsushi Iwata, Executive Officer and

General Manager of the Accounting Division

(Tel: +81-3-3451-5111)

Notice on Change of Representative Director

Unicharm Corporation (the “Company’;) hereby announces that the Company resolved ata -
meeting of the Board of Directors held on June 25, 2008 a change of Representative
Director as follows.

1.  Reason for changé
To further enhance corporate governance by clearly separating the supervisory

function from the operational execution function at the Board of Directors.

2. Details of change

Name New post Former post
. Director Representative Director
Keiichiro Takahara Chairman of the Board Chairman of the Board
3.  Date of change
June 25, 2008
End.

LEGAL_JP#2021179.1
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Part1 [Corporate Information]

Section 1 {General Status of the Company]

1. [Trends in Key Business Indicators, etc.]

(1) Consolidated Business Indicators, etc.

Period 44%Fiscal | 45" Fiscal | 46" Fiscal | 47" Fiscal | 48" Fiscal
en Year Year Year Year Year
Closing Date March 2004 | March 2005 | March 2006 | March 2007 : March 2008

Net Sales (Millions of Yen) 240009 | 246050 | 270380 301,880 | 336,864
Ordinary Income (Millions of Yen) 31,120 27978 28,781 30,071 32327
Net Income (Millions of Yen) 16,239 16,381 15,287 15,058 16,683
Sharcholders’ Equity  (Millions of Yen) 123,708 137,696 151,182 177,049 179,170
Total Assets (Millions of Yen) 200,002 | 215365 | 250355 | 268763 | 275435
Sharcholders’ Equity per Share  (Yen) 185863 | 2,06030 | 230959 | 250160 |  2,545.79
Net Income per Share (Yen) 240.26 24425 229.34 23231 259.39
Net Income per Share after Adjustment of
Stock Equivalents (Yen) - 242.69 229.00 23217 259.31
Equity Ratio (%) 592 63.9 60.4 60.0 58.9
Return on Equity (%) 137 12.5 10.6 96 103
Price Earnings Ratio (times) 20.7 19.7 252 32.1 28.1
Cash Flows from Operating Activities

(Millions of Yen) 36,915 20,607 36,888 28,357 45308
Cash Flows from Investing Activities

(Millions of Yen) (25,836) @43 | @o2sn | 0328 |  (10,091)
Cash Flows from Financing Activities

(Millions of Yen) (1,933) (207) @an| (0795 |  (12,585)
Balanee of Cash and Cash Equivalents as
of the End of Period

(Miltions of Yen) 44,434 56,359 67,649 65,449 87,317
Number of Employzes :
[and Average Number of Temporary 3,057 5,234 6,030 6,265 6,461
Employees] [1,706) 12,003] (2,187) [2,415] £2,170]

{Notes)

1. Consumption Taxes, etc. are not included in net sales figures.
2. Effective from the 47th fiscal year (ended March 2007), the Company applies the “Accounting Standard for
Presentation of Net Assets on Balance Shest” (ASBJ Standard No. 5, issued on December 9, 2005 by Accounting
Standards Board of Japan) and the “Implementation Guidance on Accounting Standards for Presentation of Net
Assets on Balance Sheet (ASBJ Guidance No.8, issued on December 9, 2005 by Accounting Standards Board of

Japan).

3. Figures for net income per share after adjustment of stock equivalents are not recorded for the 44th fiscal year
(ended March 2004) because there were no residual shares with a dilutive effect.
4. Numbers include only the employees in active service at the time.




(2) Non-Consolidated Business Indicators, etc.

Period 447 Fiscat | 45FFiscal | 46" Fiscal | 47> Fiscal | 48" Fiscal
e Year Year Year Year Year
Closing date March 2004 | March 2005 | March 2006 | March 2007 | March 2008
Net Seles (Millions of Yen) 165,508 165,132 165,125 171,663 174,231
Ordinary Income (Millions of Yen) 18,645 14,775 16,420 20,232 17,282
Net Income (Millions of Yen) 11,658 9,434 10,920 15,037 11,378
Capital (Millions of Yen) 15,992 15,992 15,992 15,992 15,992
Aggregate Number of Shares Issued and
Outstanding (Shares) | 68,981,591 | 68.981,591 | 68,981,591 | 68,981,501 | 68,981,591
Sharcholders’ Equity  (Millions of Yen) 101,617 108,805 114,975 122,091 120,520
Total Asscts (Millions of Yen) 141,135 139,884 150,349 157,286 156,005
Sharcholders® Equity per Share  (Yen) 1,526.95 1,635.50 | 1,756.87 1,895.08 | 1,891.01
Dividend per share (Yen) 28 30 32 44 46
[the interim dividend is shown in
parentheses] (Yen) (14) {15) (16) {22} (23)
Net Income per Share (Yen) 172.46 140.57 164.08 231.98 176.91
Net Income per Share after Adjustment of
Stock Equivalents {Yen} - - - - -
Equity Ratio (%) 72,0 77.8 76.5 776 | 77.3
Return on Equity (%) 1.9 9.0 9.8 12.7 5.4
Price Eamings Ratio (times) 28.9 343 35.2 322 412
Dividend payout ratio (%) 16.2 213 19.5 15.0 26.0
Number of Employees 987 1,007 1,004 1,007 967
[and Average Number of Temporary
Employees] 23] 1251 [316] [286) [294]
(Notes)
1. Consumption Taxes, etc. are not included in net sales figures.

2. Effective from the 47th fiscal year (ended March 2007), the Company applies the “Accounting Standard for
Presentation of Nei Assets on Balance Sheet” (ASBJ Standard No. 5, issued on December 9, 2005 by Accounting
Standards Board of Japan) and the “Implementation Guidance on Accounting Standards for Presentation of Net
Asscts on Balance Sheet (ASBJ Guidance No.8, issued on December 9, 2005 by Accounting Standards Board of

Japan).

3.  Figures for net income per share after adjustment of stock equivalents are not recorded for the 44th fiscal year
{ended March 2004) because there were no residual shares with a dilutive effect.
4. Numbers include only the employees in active service at the time.




2. [Corporate history]

® February 1961

‘August 1963
March 1974

September 1974

August 1976
August 1981
September 1983

9o October 1984
December 1984
March 1985
July 1987
June 1993
November 1993
® Cctober 1994

December 1995
April 1996
June 1997
October 1998
May 1999

October 1999

November 2001
January 2002

February 2002
October 2004
August 2005
September 2005

December 2005
February 2006

May 2006

February 2007

Keiichiro Takahara, the incumbent director and Chairmen of the Company, founded Taisei
Chemicals Co. and started manufacturing and sales of building materials,

Started manufacturing and sale of feminine napkins.

Transferred the manufacturing operation of feminine napkins to the consolidated subsidiary
Charm Corp. (former corporate name; Charm Kinsei Corporation).

In order to change the par value of sharcs, merged the companies with Unicharm
Corporation (former corporate name: Okada Sangyo Co., Ltd.; established in April 1941} as
the surviving company.

Listed on the second section of the Tokyo Stock Exchange

Started sale of paper diapers for babies.

Transferred the business of manufacturing and sale of building materials to the consolidated
subsidiary Uni Heartous Corporation (former corporate name: Uni Taisci Co,, Ltd.)
Established a consolidated subsidiary United Charm Co., Lid. in Taiwan,

Introduced an interim dividend system.

Designatedted on the first section of the Tokyo Steck Exchange.

Established a consolidated subsidiary Uni-Charm (Thailand) Co., Ltd.

Established a consolidated subsidiary Unicharm East Japan Co.

Established a consolidated subsidiary Uni.Charm Molnlycke B.V.

Established a consolidated subsidiary Uni-Charm Co., Ltd. (former corporate name:
SsangYong Uni-Charm Co., Ltd.}.

Established a consolidated subsidiary Shanghai Uni-Charm Co., Ltd.

Merged with Unitee Corp.

Established a consolidated subsidiary PT Uni-Charm Indonesia.

Transferred the pet business to the consolidated subsidiary Unicharm PetCare Corporation
(former corporete name: Uni Heartous Corporation).

Established a consolidated subsidiary Unicharm Central Japan Co.

Established a consolidated subsidiary Unicharm Material Co., Ltd.

Transferred the operations of the central Japan production division to the consolidated
subsidiary Unicharm Central Japan Co.

Transferred the operations of the material production division to the consolidated subsidiary
Unicharm Material Co., Ltd,

Established the consolidated subsidiary Uni-Charm Consumer Products (China) Co., Lid.
Merged Unicharm Central Japan Co. and Unicharm East Japan Co. with the consolidated
subsidiary Unicharm Products Co., Lid. (former corporate name: Charm Corp.)

Established a consolidated subsidiary Uni-Charm Consumer Products (Shanghei) Co., Ltd.
Unicharm PetCare Corporation listed on the second section of the Tokyo Stock Exchange.
Acquired additional shares of the affiliate Unicharm Molinlycke Co., Ltd. and made it a
wholly-owned subsidiary.

Listed the consolidated subsidiary Unicharm PetCare Corporation on the first section of
Tokyo Stock Exchange.

Acquired Unicharm Gulf Hygienic Industrics Ltd. and made it a consolidated subsidiary.
Started a joint venture in South Korea with LG Houschold & Health Care Ltd,, as the
consolidated subsidiary LG UniCharm Co., Ltd. {former corporate name: Uni-Charm Co.,
Ltd)

Consolidated subsidiary Unicharm Products Co., Ltd. acquired the shares of Mieux
Products Co., Lid. and made it a consolidated subsidiary. '

Established a consolidated subsidiary UNI-CHARM (VIETNAM) Ceo., Lid.



[Business Contents]

The Company's corporate group consists of Unicharm Corporation (the Company), 24
consolidated subsidiaries and two affiliates, and mainly manufactures and sells baby care products,
feminine care products and pet care products.

The positioning of the Company’s corporate group relative to these businesses and its

relationships to segments by business type are as follows:

Domestic Business

Personal Care Business

Baby care products;

The Company sells paper diapers for babies that are manufactured by the
consolidated subsidiary Unicharm Products Co., Ltd., to its distribution agencies
across the country. The Company purchases some of the raw materials from its
consolidated subsidiaries Kokko Paper Manufacturing Co., Ltd. and Unicharm
Material Co., Ltd.

Feminine care products:

The Company sells sanitary products that are manufactured by the consolidated
subsidiary Unicharm Products Co., Ltd.,, to its distribution agencies across the
couniry. The Company purchases some of the raw materials from its consolidated
subsidiaries Kokko Paper Manufacturing Co., Ltd. and Unicharm Material Co.,
Ltd., and purchases some of the products from its consolidated subsidiary Mieux
Products Co., Ltd.

Other products:

The Company sells incontinence products for adults and cosmetic powder-puffs,
manufactured by its consolidated subsidiary Unicharm Products Co., Ltd,, to its
distribution agencies across the country. The consolidated subsidiary Uni Care
Corporation is mainly engaged in processing and selling the Company’s products .
The conselidated subsidiary Cosmotec Corporation primarily prints, processes and
sells photogravures. The consolidated subsidiary Uni.Charm Mblinlycke K.K. s

primarily engaged in selling incontinence products for adults.



Pet Care Business
" The consolidated subsidiary Unicharm PetCare Corporation produces and sells pet food and

pet toiletries.

Other Businesses
The Company sells foed-wrapping materials and medical and sanitary products.

The consolidated subsidiary Uni Finance Corporation is engaged in the finance business.

Overseas businesses
Personal Care Business
The consolidated subsidiary LG UniCharm Co., Ltd. manufactures and selis baby care
products and feminine care products.
The consolidated subsidiary United Charm Co., Ltd. manufactures and sells baby care
products and feminine care products.
The consolidated subsidiary Shanghai Uni-Charm Co., Ltd. preduces and sells feminine care
products,
The consolidated subsidiary Uni-Charm Consumer Products {China) Co., Ltd. manufactures
and sells baby care products.
The consolidated subsidiary Uni-Charm (Thailand) Co., Ltd. manufactures and sells baby
care products and feminine care products.
The consolidated subsidiary Uni-Charm Corporation Sdn. Bhd. sells baby care products and
feminine care products,
The consolidated subsidiary PT Uni-Charm Indonesia sells baby care products and produces
and sells feminine care products.
The consolidated subsidiary Uni.Charm Mblnlycke B.V. is a holding company.
The consolidated subsidiary Uni.Charm Mélnlycke Baby B.V. manufactures baby care
products. ' ' '
The consolidated subsidiary Uni.Charm Mdlnlycke Incontinence B.V. manufactures
incontinence products for adults.
The consolidated subsidiary Unicharm Gulf Hygienic Industries Ltd. manufactures and sells
baby care products and feminine care products, etc.
The consolidated subsidiary UNI-CHARM (VIETNAM) Co., Ltd. manufactures and sells

feminine care products.



The following is a diagram of the main businesses:
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4. [Affiliates]

Capitalization o7 Description of Voting rights g .
Company name Address contribution 10 capital | principal business or ownership Details of affiliation
ComsaE {millions of yen) (Note 1) {%)
nsolidat
subsidiaries)
Sells products to group
; : Personal Care comparties
Unicharm Products | Shikoku . 2,605 | Business 100.0 | Number of concurrent
Co., Ltd. (Note 2) Chuo-city, Ekime Other Business directors: 7
Leasing of facilitics: yes
Sells products to group
N . " Persona) Care companies
gnlctntr!m Material %Iil‘:kokg Ehi 10 | Business 100.0 | Number of concurrent
0., LIC. uo-city, Ehime Other Business directors: 3
Leasing of facilities: yes
- Sells products to group
companics
Kokko Paper Mfg | Shikoku 30 g:':m:: Care 100.0 Number of concument
Co., Ltd. Chuo-city, Ehime o:h: Business 1 directors: 3
Financisl :gsfsisttmce: yes
Leasing of facililiss: ves
Sells products te group
Cosmotee Zentsuii-ci Personal Care companics
SIDLEL -Gty 30 | Business 100.0 | Number of concurrent
Corporat; wa
rporation Kaga Other Business directors: 2
Lensing of facilities: yes
Unicharm PeiCare Minato-ku, Number of concurrent
Corporation Tokyo 2,37t | Pet Care Business 387 iiencmn I}l}}nc
{Note2 3.4, 5) asing of facilitics: yes
. Sells products 1o group
LG UniCham Co., Gumi, Korea (miltions ofKor;?‘:; Personal Care 51D companies
Ltd. (Note 2} * 30,000 Business | Number of concurrent
4 directors: None
Sells products 1o grovp
. thousands of ;
United Charm Co., PRy { Personal Care companics
Ltd. (Note 2} Taipei, Taiwen Tajwan ?808“;’653 Business 52.6 z{umber zof concurrent
s irectors:
Shanghai . (thousands of US. | prnnal  Care E‘nlasp_a':a?;m © growp
ﬂrg%ﬁ:‘l’) Co., | Shanghai, China Dloél;rgg Business 5.0 Elumbcr of concurrent
- " irectors: 3
. “Sells products o group
Uni-Cham (thousands of U.S, h
Consumer Products | Shanghsi, China Dollars) | Fersonal - Case og2 | Compamies
{Ching} Co., Ltd. 70,200 directors: 2
Uni-Charm
Consumer  Product L {thousands of U.S. Personal Care Sgrlrl‘sp;r;:ucts to group
?ggmghai) Ln('_}gg Shanghei, China Do;lg} Business 1006 slumber lof concumrrent
2 » 3 clor
Lid. {Notz 2) Hrector.
UnisCh h < of Thai Sells products to group
ni-Charm pusands o companies
(Thailand) Co., Lid. | BEngpakong, Bahy) | Porsomal - Care 94.2 | Number of concurment
{Note 2) ailznd 718,843 | Business director: 1
' Lesasing of facilities: yes
Sells products 10 group
. illions of companies
PT  Uni-Charm | Jakarta, {million; Personal Care
Indonesia Indonesia Indonesian Rzu.]',’ﬁls) Business 0 E‘:;zr:l; gf concurrent
Financial assistance: yes
P Hoogezand
Uni.Charm d ’ {thousands of Euro) | Personal Care Number of concurrent
Molnlycke B.Y. g:&w&%" 81 6g Business 600 | Jirectors: 3
Unicharm Minato-ku, Personal Care Number of concurrent
Molnlycke KK, Tokyo 150 Business 51.0 ]ri,ircc{’o;s: thnc
Unicharm  Guif | Riyedh, the umber of concurrent
Hygtenic Industries | Kingdom of {thousands of SAR) | Personal Care 51.0 | director: |
Lic. (Note 2) Saudi Arabia 94,000 | Business Financial assistance; yes
Other ® companies | - . - B -
{equity method
companies)
Storape and
The Fun Co., Ltd. Sakai-city, Osaka 200 | processing 25.0

Other | company

treatment of data

(Notes)

1. The name of the business segment is provided in the column of Description of Principal Business.
2. The company is a specified subsidiary (tokutei kogaisha).
3. The company submits financial statement reports.



Although sales (excluding those among consolidated companies) of the Company represent more than 10% of total
consolidated sales, there is no entry containing the main information ebout the sales, such as profit and loss
information, because the Company submits financial statement reports.

Although the ownership ratio of the Company is less than 50 percent, this company is listed as a subsidiary
because it is effectively controlled by the Company.



5. [Personnel]

{1) Number of Employees (Consolidated)

As of March 31, 2008

Name of Business Segment Number of Employees
Personal Care 5,976 { 1,964)
Pet Carc 233 ( 114)
Others 159 (1 84)
Company-wide §)
Total 6,461 ( 2,170}

(Notes)

1, Numbers include only the employees in active service at the time.
2. Figures in brackets denote the average number of temporary employees during the fiscal year under review.
3. Figures in brackets include contract and part-time employees.

(2) Number of Employees (non-consolidated)

As of March 31, 2008

Number of employees

Average age

Average length of service

{years)

Average annual salary
(thousands of yen)

967 (294)

14.7

7,874

{Notes)

1. Numbers include only the employees in ective service at the time.

2, The figure for average annual salary includes bonuses and extra remunerations,

3. Figures in brackets in the column of number of employees are the average number of temporary employees

during the fiscal year under review.

Labor Union

The Company’s Labor Union, which adopts a union shop system, is a member of the
Japanese Federation of Textile, Garment, Chemical, Mercantile, and Allied Industry Workers'
Unions as Unicharm Union.

The Labor Union of the consolidated subsidiary Unicharm Products Co., Ltd. belongs to
the Japanese Federation of Textile, Garment, Chemical, Mercantile, and Allied Industry
Workers’ Unions as Unicharm Products Labor Union, and adopts a union shop system.

The Labor Union of the consolidated subsidiary Unicharm Material Co., Ltd. is a member
of the Japanese Federation of Textile, Garment, Chemical, Mercantile, and Allied Industry
Workers' Unions as Unicharm Products Labor Union Shikoku Branch and adopts a wnion
shop system.

The Labor Union of the consolidated subsidiary Kokko Paper Manufacturing Co., Ltd.
belongs to the National Federation of Pulp and Paper Workers’ Unions as National Federation
of Pulp and Paper Workers® Unions Ehime Region Labor Union Kokko Branch and adopts a

union shop system.

-10 -



The Labor Union of Unicharm PetCare Corporation belongs to Unicharm Union as
Unicharm PetCare Union and adopts a union shop system.
Management-labor relations during the fiscal year remained positive for all the above

companies, and there are no matters to record.

-11-



Section 2 [State of Business]

1. [Summary of Business Results, etc.]
(1) Business Results

Summary of Overall Business Results

Previous . .
. . Consolidated Fiscal Amount of Percentage of
CDM!'s,atcd Fiscal Year under Review Increase/Decrease Increase/Decrease
(Mimm;";f ve) | (Millions of Yen) {Millions of Yen) ®)
Net Sales 301,880 336,864 34,984 1.6
Operating Income 29,929 33,731 3,801 12.7
Ordinary Income 30,071 - 32,327 2,256 7.5
Net Income 15,058 16,683 1,624 10.8
Net Income per Share (Yen) 232.31 259.39 27.08 1.7
Business Results by Region (Millions of Yen)
Net Sales (Note) Operating Income
Previous Consolidated Amount of Previous Consolidated Asmount of
Consolidated Fiscal Year increase/ Consolidated Fiscal Year Increase/
Fiscal Year under Review Decrense Fiscal Year under Review Decrease
Japan 206,891 217,474 10,582 23,801 24,023 221
Asia 56,644 72,421 15,777 5,060 8,497 3,437
Other 38,343 46,967 8,624 965 1,206 240

(Noic) Net Sales represent those to external customers.

Consolidated net sales for the fiscal year under review increased, reaching a record high of
¥336,864 million, up 11.6% YOY. Operating income amounted to ¥33,731 million (up 12.7%
YOY) and ordinary income reached ¥32,327 million (up 7.5% YOY), while net income increased

to ¥16,683 million (up 10.8% YOY). Consequently, net income pet share increased by ¥27.08

from the previous year to ¥259.39.

-12 -



Summary of Business Results by Category
1) Personal Care Business

Previous Consolidated Consolidated Fiscal Amount of P tage of
Fiscal Year Year under Review Increase/Decrease increase/Decrease (%)
(Millions of Yen) {Millions of Yen) (Millions of Yen) §
Net Sales 256,872 285,325 28,453 1.1
Operating Income 24,694 27,574 2,880 11.7

(Note) Net Sales represent those to external customers.

Consolidated net sales from our personal care business for the fiscal year under review amounted
to ¥285,325 million, up 11.1% from the previous corresponding period. Operating income

increased to ¥27,574 million, up 11.7% or ¥2,880 million from the previous corresponding period.

»  Baby Care Business

In the domestic market, as a leading enterprise the Company is endeavoring to revitalize the
market and recover its eamings, as it did in the previous fiscal year. While striving to foster
Moony Man Sarara Magic, a pants-type diaper, Unicharm created new opportunities for use, by
releasing Moony Man Ase Sulkiri for the demand season in summer and Moony Man Super Big
(for babies and children weighing from 18kg to 35kg), a paper diaper of a new size, in September.
In March Unicharm released Moony Man Slim Pants, using an absorber with half the thickness of
existing absorbers, to achieve portability and environmental friendliness. With regard to Mamy
Poko Pants and tape-type diaper Mamy Poko, whose price was raised in spring 2008, Unicharm
revitalized the market by marketing products adopting a new design for a limited period and
strived to raise profitability while expanding its sales and market share.

In the overseas markets, Unicharm implemented proactive sales and marketing activities to
drive market penetration of tape-type paper baby diaper Mamy Poko and pants-type paper baby
diaper Mamy Poko Pants in growth markets, centering on Asia. As a result, the Company
successfully expanded sales mainly in such principal countries as China, Thailand and Indonesia,
with progress in improvement of profitability. Especially in Indonesia, Unicharm released the
first reasonably priced pants-type diapers Mamy Poko Pants Standar in December in a bid to
In the Middle East and North Africa,

the Company expanded sales of baby paper diapers in the premium line paper baby diaper brand

popularize and expand baby paper diapers in the country.

of Moony and the reasonably priced brand of Babyjoy by boosting its supply capacity through
expansion of equipment at Unicharm Gulf Hygienic Industries Ltd., its subsidiary in Saudi Arabia
(hereinafter referred to as “UGHI”).

Consequently, consolidated net sales in the baby and child care business for the fiscal year

under review increased to ¥135,976 million, up ¥12,631 million from the previous year.
¢  Feminine Care Business
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As the sole manufacturer with a full line of sanitary products in Japan, Unicharm has continued to
focus on the development and improvement of products providing relief and comfort, revitalizing
the market, based on its business philosophy of “creating comfort and freedom for women through
science.”

In the category of sanitary napkins, the Company released Sofy Hadaomoi, a sanitary napkin for
sensitive skin prone to irritation, which uses an FCL sheet, a newly developed surface material
different from conventional non-woven or mesh-type surface material. With the adoption of this
surface material, Unicharm was able to reduce the amount of menstrual blood sticking to the skin
to one-tenth (of the amount in the existing products of the Company). The Company endeavored
to foster and enhance the high value-added growth segment in the mature market by focusing on
sales of Sofy Body Fit Fuwa Pita Slim in the slim-type category and Sofy Super-Sound Sleep for
night-time use. A renovated Sofy Super-Sound Sleep, launched in March, uses an airbag to
prevent displacement, the first reform of the side gather structure in 15 years. It is a product to
drastically resolve leakage caused by displacement. On the other hand, in .the fully reformed
Center-In brand, Unicharm proposed a new value for women who attach importance to fecling,
centering on the Compact series, Fuwa Fuwa Touch and Sara Sara Touch, and also strived to
win wide brand recognition for Center-In by launching television commercials to emphasize the
attractiveness of Cenfer-In to consurners.

Turning 1o the coverseas markets, Unicharm strived to accelerate the expansion of the market
and increase market penetration of the Sofy and Charm brands by developing proactive sales and
marketing initiatives mainly targeting high-value added night-use napkins in principle Asian
countries and regions. As a result, Unicharm expanded its market share by achieving sales
growth higher than the growth of the market in Asia as a whole. The Company started
production of sanitary products in a plant newly established in Vietnam, making full-scale inroads
into the Vietnamese sanitary product market. Furthermore, in the Middle East and North Africa,
Unicharm began production of sanitary napkins at UGHI, and endeavored to reinforce market
penetration of the Sofy brand by airing TV commercials. In South Korea, Unicham; expanded
sales and the market share rapidly by proactively airing TV commercials.

Consequenily, consolidated net sales in the feminine care business for the fiscal year under

review increased by ¥6,951 million to ¥72,374 million compared with the previous year.

¢  Health Care Business
Unicharm, guided by its business philosophy, “Pursue the Joy of Life,” focused on development
and improvement of its Lifree brand in Japan embracing the slogan: “Bedridden neither in Mind
nor Body.”

As the light incontinence care product market in Japan is projected to grow further owing to

the aging baby boomer generation in Japan, Unicharm released Lifree Kyusui Shitagi Slim Wear,
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an incontinence care product for the healthy elderly, and Lifree Men’s Guard Slim, a bag
exclusively for incontinence care for men, to endeavor to create a category of water-absorbing
underwear. With the launch of Lifree Long-hours Relief Pads, which takes care of four times
the amount of urination, the Company strived to expand the market by promoting an original
proposal to realize the same excretion care at home as that in nursing-car facilities.

Unicharm focused on sales enhancement of the Unicharm Cho-Ritiai Mask series by
suggesting a measure to guard against colds by wearing masks. In January, the Company
additionally launched Unickarm Cho-Rittai Mask for Kids for children based on its wish to use
masks to protect children from viruses.

In the category of business-use products, Unicharm focused on acquiring new customers and
further cultivating existing customers by proposing original incontinence care models.

In the overseas markets, Unicharm accelerated the development of the Lifree brand in Taiwan
and Thailand and steadily raised its position in the markets in those countries. In addition, the
Company successfully increased sales of pants-type paper diapers in other regions, mainly in

Europe.

s  Clean & Fresh Business

In the clean & fresh business, in which Unicharm strives to provide household cleanliness, relief
and freshness to its customers via products developed with its core technologies in non-woven
fabric and absorbent materials, the Company enhanced sales by focusing on the three brands of
Wave, Silcot Wet Tissues and Silcot.

For the Pave sheet cleaner, a product aimed at introducing new cleaning practices, the
Company added Wave Handy Wiper-Extensible Type and Wave Rittai Floor Wiper, incorporating
a three-dimensional sheet structure to capture even such large particles such as crumbs and grains
of sand, to acquire new users and increase the number of repeat users, For the Antibacterial
series from the Sicot Wet Tissues brand, Unicharm launched Silcot Wet Tissue-Alcohol
Antibacterial Wet Towel, in which concentrated alcohol is mixed to powerfully eliminate bacteria,
in response to growing awareness about hygiene. The Company enhanced the function of the
new product by mixing an antibacterial component derived from green tea.

In the overseas market, the Company has licensed to Procter and Gamble Co. the sheet technology
of the Wave sheet cleaner. Sw@ﬁ'er Dusters, a product produced using this technology, have been
sold in North America and Europe, which significantly contributed to the royalty revenues of the

Company.
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2) Pet Care Business

Previgus Consolidated Consolidated Fiscal Amount of Percentage of
Fiscal Year Year under Review Increase/Decrease Increase/Decrease
(Mitlions of Yen) (Millions of Yen) (Millions of Yen} (%)
Net Sales 34,105 40,224 6,118 17.9
Operating Income 3,975 5,138 1,163 293

{(Note) Net Sales represent those to external customers,

With the birthrate falling further and the population aging more rapidly, very great hopes are
pinned on the pet care market. Therefore, based on the corporate philosophy of “Comfortable
Pet Life through Health and Cleanliness,” Unicharm continuously strived to develop products that
meet the needs of consumers and cultivate markets. In addition, it continued to enhance its
lineup of products that relate to the four major domestic pet-keeping trends: indoor pet-keeping,
smaller pet size, older pets, and overweight pets. '

In the pet food category, Unicharm focused on enhancement and sales promotion of category
products that are being differentiated from other products, whose needs are growing because of the
advance in the four major trends such as indoor pet-keeping and older pets. To that end, the
Company launched Geins Pakkun—Chicken White Meat, which uses white meat of chicken that is
low-fat but tasty, from the semi-raw type Geins Pakkun series for dogs, and added Gin no Spoon
Pouch, a pouch-type product, to the existing canned products, in the wet cat food category.

In the pet toiletries category, Unicharm has sought to more effectively market an improved
lineup of products that cater to the ever-increasing needs of indoor pet-keeping,  For instance, the
Company released Dry Pet Sheet ZERO—One, a sheet for disposing of pet urine with very great
absorbing capability and quick drying capability, which instantly absorbs waste three times faster
than the existing sheet of the Company.

Consequently, consolidated net sales in the pet care segment during the fiscal year under
review increased 17.9% YOY to ¥40,224 million and operating income amounted to ¥5,138
million (up 29.3% YOY).

3) Other Businesses

Previous Consolidated Consolidated Fiscal Amount of Percentage of
Fiscal Year Year under Review Increase/Decroase Inerease/Decrease
(Millions of Yen) (Millions of Yen) {Millions of Yen) (%)
Net Sales 10,502 11,314 412 3.8
Operating Income 1,152 905 (246) 21.4)

(Note)} Net Sales represent those to external customers.

Consolidated net sales in other business segments for the fiscal year under review amounted to

¥11,314 million (up 3.8% YOY), and operating income amounted to ¥905 million (down 21.4%

YOY).

In the food-wrapping materials business catering to supermarkets and other foods-related
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outlets, sales expanded favorably for Fresk Master tray mats and Wave professional-quality sheet,

both developed by utilizing the Company’s technologies in nonwoven fabric and absorbent

materials.

(2) State of Cash Flows (Millions of Yen)
Previous Consolidated Consolidated Fiscal Year Amount of
Fiscal Year under Review Increase/Decreasc

Cash Flows from Operating Activities 28,357 45,308 (16,951)
Cash Flows from Investing Activities (20,328) {10,001) 10,237
Cash Flows from Financing Activities (10,795) {12,585) (1,789
Cash and Cash Equivalents at the end of

the Fiscat Year 65,449 81,317 2'1 868

Cash flows from operating activities increased ¥45,308 million, mainly as a result of ¥31,893

million in net income before income taxes and other adjustments and ¥15,022 million in

depreciation expenses.

Cash flows from investing activities decreased ¥10,091 million.

expenditures of ¥17,049 million in acquisition of tangible fixed assets.

This was primarily due to

Cash flows from financing activities decreased ¥12,585 million, primarily because of a

decrease in short-term bank loans by ¥3,774 million, expenditure on acquisition of treasury stocks
of ¥5,009 million and dividends paid of ¥2,903 million.

As a result, the outstanding balance of cash and cash equivalents at the end of the fiscal year

under review amounted to ¥87,317 million, up ¥21,868 million from the previous year end.

2, [Production, Orders (Received) and Sales)

(1) Production Results

Business Segment

Consolidated Fiscal Year under Review
(April 1, 2007 — March 31, 2008)

Amount {Millions of Yen}) YOY Change (%)
Personal Care 283,287 1.6
Pet Care 40,019 16.1
Others 11,169 1.2
Total 334,476 8.3

(Notes} 1. The foregoing amounts arc expressed in sales prices.
2, The foregoing amounts do not include Consumption Tax, ete.

(2) Orders (Received)

The Company does not produce its products on a job-crder basis, and there are no matters to

record.
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(3) Sales Resuilts

Consolidated Fiscal Year under Review
{April 1, 2007 — March 31, 2008)

Business Segment
Amount (Millions of Yen) YOY Change (%)
Personal Care
Baby care products 135,976 10.2
Femining care products 72,374 10.6
Others 76,974 13.0
Sub Total 285,325 1.1
Pet Care 40,224 17.9
Others 11,314 KR
Totzl 336,864 1.6
{Notes) 1. Sales by major wholesale distributor and ratio of net sales.
Wholesale distributor Previous Consolidated Fiscal Year Consolidated Fiscal Year under Review
Sales Ratio of net sales Sales Ratio of net sales
(Millions of yen) (D] (Millions of yen) (%)
ARATA Co., L1d. 42,805 J5.8 44,289 13.

2. The foregoing amounts do not include Consumption Tax, ctc.
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[Issues Facing the Group]

Despite the adverse environment characterized by a prolonged slowdown in domestic
consumption and intensified global competition, the Unicharm Group (the Company and its
consolidated subsidiaries) promoted corporate reforms mainly focused on revitalizing the
domestic market and expanding the overseas business, mainly in Asia, at a faster speed than that
of market growth during the consolidated fiscal year under review. As a result, in the face of
increasingly fierce competition in the domestic market and the effects of soaring material costs,
the Company was able to achieve record-setting net sales, operating income, ordinary income and
net income, The Company will strive to focus its efforts on improving added value through
continuous product improvement, as well as strongly promoting cost reduction and efficiency of
expenses in all businesses. In the overseas businesses, centering on Asia, the Company will
further promote development of business areas and expansion of the product liﬁeup to meet
consumer needs in order to establish a position as a category leader in growth markets, with the

goal of improving eamnings.

[Business Risks]

The operating results of the Unicharm Group (the Company and its consolidated subsidiaries,
hereafter, referred to as the Company under this heading) may be influenced significantly by
various factors which may occur in the future. Described below are the main items that may
become risk factors for the Company's business development. Note that the items pertaining to
the future that are described below reflect our judgment as of the end of the consolidated fiscal

year under review.

(1) A sales environment with severe competition
Our core products have faced further severe competition in Japan as well as overseas in terms of
both price and product lineup.

Given the nature of consumner products, the Company's core products are constantly exposed
to strong price competition and its competitors are launching new products one after another.

Such a marketing environment is significantly influenced by the Company’s corporate efforts
such as marketing strategies as well as the responses of competitors. In the Company’s target
markets, the competition will be further intensified in the future, leaving the possibility that these

factors may affect the Company’s operating results.

(2) Changes in the demographic composition of Japan
In Japan, there has been rapid declining birthrate and an aging society, and the ratios of infants and
women experiencing menstrual activities are decreasing in the demographic composition. As a

result, demand for baby care products and sanitary products, which are at the core of the
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Company’s business, may decrease in Japan, and these factors could potentially affect its

operating results. .

(3) Risk of overseas businesses

The Company has manufacturing facilities in Thailand, Indonesia, Taiwan, South Korea, mainland
China, the Netherlands and Saudi Arabia. Overseas business development entails risks such as
changes in raw material costs and demand due to exchange rate fluctuations, regulations imposed
by foreign governments and economic environmental changes. In addition, there is the
possibility of social and economic instability in foreign countries. The Company’s operating

results may be influenced by these factors.

(4) Risk of changes in raw material costs

As a manufacturing company, the Company is exposed to a risk of changes in raw material costs.
The Company purchases materials from many external suppliers. Raw materials such as wood
pulp are procured from overseas suppliers and transactions with these suppliers are normally made
in U.S. dollars. Although the Company endeavors to minimize the risk of exchange rate
fluctuations through measures such as netting and exchange hedges, exchange rate fluctuations
and market changes may cause the Company’s raw material costs to rise, leading to the possibility

that these factors may affect its operating resuits.

(5) Market evaluation about cur product reliability

As a manufacturer and distributor of consumer products, the Company places special emphasis on
quality and safety of products and evaluation of materials of products. In particular, complaints
concerning product reliability and safety may leala,d to a sharp decline in sales and affect the
Company’s operating results adversely. Fortunately, since its foundation the Company has never
experienced any major complaints where it has been sued for a large amount of money. However,
the Compaﬁy cannot guarantee that such an event will not occur in the future, and if it does occur,

its operating results could be influenced.

(6) Protection of intellectual properties, such as patents and trademarks

The Company’s intellectual properties may be infringed, which could cause great damage. On
the other hand, it is possible that the Company may infringe intellectual properties of third parties
without any awareness. If such an event occurs, the Company's operating results may be
affected.

(7) Environmental issues

As a manufacturer, the Company is required to meet environmental standards both in Japan and
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abroad. These include standards on air pollution, carbon dioxide emissions, waste liquid
emissions and the handling and processing of waste,

The Company believes that the current laws and regulations will not have an adverse influence
on its eamings and financial positions, but future legal regulations may have an effect on its

operating results.

(8) Acquisition, business tie-ups and the terminating and establishing businesses

The Company always endeavors to efficiently employ management resources that it owns and
seek to maximize corporate value. In this process, the Company does not rule out the possibility
of acquiring or investing in businesses, making business tie-ups with other companies, terminating
or establishing businesses, or streamlining or spinning-off businesses. These measures may

affect the Company’s operating results or business framework in future business activities.

(9) Information leakage

The Company owns a lot of information that is produced internally, as well as personal
information that is obtained based on the agreement of business partners, such as clients, through
nondisclosure agreements. Given this, the Company have established action puidelines, rules
and reguirements concerning the information security environment, which the Company has been
striving to relay to directors and employees so that such rules and requirements may be adopted,
If any information leakage occurs, the Company will be held legally responsible for matters
related to information management, leading to the loss of consumers’ confidence in the Company.

In this case, its operating results may be affected.

[Important Business Contracts/Alliances, etc.]

There are no matters to record.

[Research and Development Activities)
Through its research and development activities conducted mainly at the technical center and
engineering center located in Kannonji-city (Kegawa), the Unicharm Group has constantly
upgraded its nonwoven fabric technology, special polymer-based absorbent technology and
know-how on paper and pulp under the basic guiding principle of “Continuing 1o Create New
Value through Technological Innovation” with the philosophy of “Becoming No. 1 by Continually
Doing its Best.™ The Group faces the ongoing challenge of developing top-notch products in
respective categories and reducing the lead time between product development and market
introduction.

The research and development expenses for the entire Group amounted to ¥4,504 million

(1.3% to consolidated net sales) during the fiscal year under review. The major achievements
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were as follows:

. (1) Personal Care Business

In the category of baby care products, Unicharm strived to improve customer satisfaction by
improving products in terms of product quality and function. For example, a super-slim absorber
that realizes high absorbency even with a thickness half that of existing products was adopted in
Moony Man, a brand which is highly popular among consumers, in response 1o customers’
demand for stim products, which is becoming evident, and an antibacterial pure sheet that is gentle
to the skin was adopted in Moony Sara Sara Magic to meet growing needs for skin care.

In the category of pants exclusively for training to stop using diapers, which has great potential
for market expansion, Unicharm improved customer satisfaction and expanded the market scale
by releasing an improved Trepan Man, which features an absorption amount twice that of existing
products, to resolve anxiety about leakage of urine that has been a great cause of stress for parents
and children who are training to stop using diapers.

In the large-size diaper market, which tends to expand because of a delay in ending the use of
diapers, Unicharm launched Moony Man Super Big Size, designed to be worn comfortably even
by big children, by adopting gathers that are soft to the touch and that hardly leave any marks on
the skin, a wide absorber capable of holding plenty of urine and a simple design like underwear.
With this new product, the Company extended the range of sizes and reinforced its brand power.

In the overseas markets, we strived to enhance merchandise capability in the best (premium)
matket in the rapidly growing Chinese market by introducing Moemmy Poke Antibacterial Layer
Care, with the newly developed thin-type soft absorber and W three-dimensional crotch gather, in
the particularly rapidly growing Chinese market in order to precisely grasp consumer needs and
reconcile comfort in use and basic functions at high levels. For Mommy Poke Shunkyu Kanso
in the standard (middle) line, Unicharm succeeded in making the products slim for sizes for boys
and girls in order to improve comfort in use. As a result, the Company reinforced its brand
power through drastic renovation of all sizes of baby paper diapers in the best (premium) fine and
the standard (middle) line.

Furthermore, Unicharm developed a pants-type paper diaper, in which high performance is
realized despite its low price, for every market in ASEAN and the Middle East. With the
successful introduction of the newly developed diapers in Indonesia and Saudi Arabia, the

Company established a footing for global development in the future.

In the feminine care product segment, Unicharm launched Sofy Hadaomoi in the sanitary napkin
category, a nexi-generation napkin with funwari naminami sheet, a newly developed top sheet

different from the conventional mesh-type and non-woven top sheets, as a type for sensitive skin

" prone to irritation. The new product has obtained favorable responses from many customers,
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since it controls the stimulation of menstrual flow itself and the stimulation of the napkin through
functions realized by three innovations: reform of absorbency, which reduced the amount of
menstrual blood remaining on the surface to 10% of that in the existing products (of the
Company); reform of gentleness to the skin, which reduced area in contact with the skin by 50%;
and reform of moisture discharge and absorption, which cut down on sweat remaining on the
surface by boosting the amount of air permeation by 2.3 times and the amount of moisture
absorption by 140%. This new product contributed to the creation of a new market in the skin
care category.

In the night-time use sanitary napkin market, Unicharm improved customer satisfaction by
improving the product function of the Super-Sound Sleep series, which has obtained
overwhetmingly favorable responses from consumers. Specifically, the Company adopted a
newly invented airbag to prevent slippage, the first reform of the side gather structure in 15 years,
to the Super-Sound Sleep series to reduce side leakage caused by displacement of napkins when
users turn over in bed.

From the Center-In brand, Unicharm additionally released Compact Fuwa Fuwa type, which
is softer to the touch, and improved the package and individual packing of the compact series to
satisfy needs of portability when users go out, enhancing the product lineup and reinforcing the
brand power.

In the category of sanitary tampons, Unicharm improved customer satisfaction and enhanced
the product lineup by launching Charm Soft Tampon Super Plus, a high-absorbency product that
realized absorbency 30% higher than Charm Soft Tampoen Super by mixing in a new form of fiber,
in response to the needs of customers who are worried about leakage because of a large amount of
menstrual blood loss.

Meanwhile, in the growing panty liner market, Unicharm released Sofy Kiyora, which has
realized a dry touch in use by adopting an overall permeable back sheet and embossed
three-dimensicnal sphere, to meet the demand of users for a clean and comfortable daily life. In
the market of panty liners taking care of vaginal discharge and urine, which is rapidly growing ata
rate of 275%, the Company launched Charm Nap Kyusui Sara Fit Panty Light, which absorbs
three times the amount of urine absorbed by regular panty liners thanks to the adoption of a
high-absorbency sheet mixed with a dry polymer. These new products contributed to revitalizing

the market.

In the health care business, Unicharm released Lifree Men’s Guard Slim, a triangular slim pad
designed and developed exclusively for urine care for men, in the light incontinence care product
category. This new product has obtained favorable responses from many customers for the
easiness of changing ordinary underwear to water-absorbing underwear and comfort in use. The

Company endeavored to improve comfortableness corresponding to the needs of customers, and
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reinforced the brand power by pushing forward with proposal for use of the new product and Slim
Wear, which is the first water-absorbing underwear with a slim absorber exclusively for
incontinence care, using a flexible stretchy material and launched in the spring 2007, in
accordance with how it is used in everyday life. .

Unicharm improved customer satisfaction by improving products in terms of product quatity
and function to meet growing needs for skin care. For example, in the pants-type category, a
newly improved super-soft material was adopted for Lifree Slim Light Pants, Lifree Slim Relief
Pants, Lifree Rehabilitation Pants and Lifree Long-hours Relief Pants without Pads, and in the
pads category, a newly improved urine keep & catch double-layer absorber was adopted for Lifree
Relief Pad Regular/Super for Women/Men.

By providing a full lineup of Lifree brand products, Unicharm aims to improve overall quality -

_of life (QOL) and is well-received by many customers.

From Unicharm Che-Rittai Mask products, for which the Company leveraged its non-woven
fabric technologies and secured the top market share, it released Cho-Rittai Mask for Kids, a
product that adopted a special form that fits the shapes of noses, cars and jaws special to children
and has an embossed pattern with a lovely design. With this new product, Unicharm strived to

improve comfort by responding to new needs of customers, enhancing its brand power.

In the clean & fresh business, Unicharm strives to provide household cleanliness, relief and
freshness to its customers via products developed with its core technologies in non-woven fabric
and absorbent materials.

In the seat cleaner category, Unicharm improved the soft feeling and easiness in attaching the
three-dimensional sheet of Wave Handy Wiper, which enjoys popularity among custemers, and
additionally released Extensible Type, which enables users to easily clean high places that-could
not reached by hand and the inner parts of openings. For the Wave Handy Wiper series, the
Company released Wave Rittai Floor Wiper and Wave Rittal Catch Sheet, a new floor line with a
three-dimensional fiber that has different shapes according to the type of waste. The further
enhancement of the product lineup helped further improve brand recognition and contributed to
the market revitalization.

- In the wet tissues product category, Unicharm renovated the quality and function of the Sifeat
Wet Tissues Relief Antibacterial (non-alcohol type) by newly including an antibacterial
component derived from natural plants to the product, and released Silcor Wer Tissues Alcohol
Antibacterial Wet Towel, which can eliminate bacteria from fingers and places around dining
tables, Through such efforts, the Company reinforced the product lineup, further revitalizing the
market in accordance with the characteristics of segments.

In the personal care business, Unicharm proceeded to establish evidence of the safety and quality
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of products and strived to publicly announce the resuits of research through technological public
relations activities, led by the Institute for Life Science, which scientifically analyses the actual
way of living and comfort of consumers. For example, the Company conducted joint research
with academic institutions, including the University of Tokyo‘, Kyoto University, Kobe University
and Kansai Medical University: research on mother and child interaction when diapers are
changed; research on fit of pants-type diapers for the elderly; demonstration of itchy effect of
sanitary napkins through clinical tests; proof of reduction (one-fifth) of occurrence of influenza
among children by wearing masks; and other research and proof.

As a result of ongoing development, the research and development costs for the personal care

business during the consolidated fiscal year under review amounted to ¥4,072 million.

{2) Pet Care Business

Consolidated subsidiary Unicharm PetCare Corporation conducts basic research and product
development for the pet care business based on the corporate philosophy of “Comfortable Pet Life
through Health and Cleanliness.” The Company works on the product development and basic
research for pet food products at the plant in Itami City, Hyogo Prefecture, and for pet toiletries in
Kannonji City, Kagawa Prefecture.

In the pet food catepory, Unicharm focused pet food product research and development on
efforts to offer pets long, healthy lives by responding precisely to the nutritional needs of pets
according to such individual characteristics such as age, build, and weight.

During the fiscal year under review, the Company developed and released Gin no Sara
Calorie Control, a dry dog food, and Gin no Spoen Calorie Control, a dry cat food, both of which
realized palatability while featuring low fat and low calorie, for pet owners who are worried about
the obesity of their pets.

In pet toiletries, Unicharm continually works to develop preducts that address needs for pet
cleanliness and for the cleanliness of living environments shared with pets.

In the fiscal year under review, Unicharm developed and launched Dry Pet Sheet ZERO-One,
a pet sheet for handling pet excrement, which uses a new three-dimensional absorbent sheet that
absorbs a large quantity of liquid instantly and completely thanks to the effect of a hollow
structure lTike a sponge and grooves to absorb urine, always keeping the surface clean.

As a result of the above activities, research and development costs for the pet care business in

the consolidated fiscal year under review totaled ¥407 million

(3} Other Businesses
Unicharm expanded its product line by leveraging its non-woven fabric and absorbency
technologies, mainly for drip absorbers, in the food-wrapping materials business for supermarkets

and other commercial customers.
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As a result, research and development costs for other business segments in the consolidated

fiscal year under review totaled ¥24 million.
[Analysis of Financial Conditions and Operating Results]

Matters concerning the future that are described below are based on the Unicharm Group’s (the

. Company and its consolidated subsidiaries) judgment as of the end of the consolidated fiscal year

under review.

(1) Important accounting policy and estimation
Consolidated financial statements of the Unicharm Group are created in accordance with

generally-accepted accounting standards in Japan.

(2) Analysis of operation results for the consolidated fiscal year under review
Consolidated net sales for the fiscal year under review increased, reaching a record high of
¥336,864 million, up 11.6% YOY. In Japan, the Company released products to create new
demand in high value-added products for both the personal care and pet care businesses and
endeavored to increase profit by revitalizing the market.  As a result, sales from the feminine care,
health care and pet care businesses in Japan increased steadily. Consequently, domestic net sales
reached ¥217,474 million, up ¥10,582 million YOY. In the overseas markets, sales in the
feminine care business and the baby care business expanded steadily. Of the Asian countries
where the Company made inroads, sales increased significantly in China and Indonesia. As a
result, sales increased to ¥72,421 million, up ¥15,777 million YOY. In other regions, the
Company successfully boosted sales of adult-use incontinence care products and paper baby
diaper products in Europe and baby paper diaper products in the Middle East and North Africa, as
a result of which net sales of foreign subsidiaries and affiliates increased to ¥119,389 million, up
¥24,401 million YOY, now accounting for as much as 35.4% of total consolidated net sales.
During the fiscal year under review, profit partly decreased due to corporate efforts such as
continuously investing in advertising to foster brands, and spending on sales promotions to
enhance competitiveness amid rising oil prices and soaring material costs arising from the
increased global demand for sanitary goods. However, the Company achieved an increase in
profit by boosting sales and facilitated cost reduction, as a result of which operating income
amounted to ¥33,731 million (up 12.7% YOY) and ordinary income reached ¥32,327 million (up
7.5% YOY) and net income was ¥16,683 million (up 10.8% YOY).

(3) Factors that petentially have significant effects on our operating results

There are some markets that have growth potential in Asia where the Company primarily operates.

226 -



The Company sees substantial potential for growth especially in China and South East Asian
countries where the standard of living has been improving, partly because the penetration of baby
paper diapers is still low. Considering the conditions as described above in “Changes in the
demographic composition of Japan,” the Company’s corporate group consider it important to
expand manufacturing and marketing activities in overseas markets, especially in East Asia and
South East Asia, in order to sustain growth. Therefore, The Company has expanded business
overseas by establishing joint ventures, in which the Company’s corporate group owns the
majority of management rights, with local partner companies. The Company’s corporate group
has manufacturing facilities in Thailand, Indonesia, Taiwan, South Korea, mainland China, the
Netherlands, Saudi Arabia and Vietnam, but overseas business development entails risks such as
changes in raw material costs and demand due to exchange rate fluctuations, regulations imposed
by foreign govemnments, and the. economic environment. If social -and economic instabilities
continue in these foreign countries, the business operations of the Company in the countries where
markets for products of the Unicharm Group exist, may be affected or its business expansion plans
may be impeded.

In addition, the Company’s Corporate group is exposed to general risks as a manufacturer.
For instance, the Company purchases raw materials from many external suppliers. Some of the
raw materials, such as wood pulp, are procured from overseas suppliers and transactions with
them are normally made in U.S. dollars. Although the Company endeavors to minimize the risk
of exchange rate fiuctuations through measures such as netting and exchange hedges, exchange

rate fluctuations and market changes may cause our raw material costs to rise.

(4) Strategic status quo and prospects

Both corporate business results and consumer spending in Japan remained steady, but the
Unicharm Group is expected to continue to face a challenging business environment due to factors
such as a further rise in material costs. In Asia, competition among global brands is also
expected to intensify with accelerated market expansion, '

Under these conditions, based on the basic policies prescribed in its Seventh Medium-term
Global 10 Plan launch in 2008, the Company will strive to always and precisely identify customer
needs, build product lines that match the market, reinvigorate mature markets and aggressively
penctrate growth markets through marketing initiatives, product development and upgrading of
technological capabilities that will help create high brand value and new markets. The Company
also seeks to enhance its earnings capability by implementing a fundamental reform of its cost
structure in the countries where the Company mainly develops business through establishment of
a global supply chain.

in the domestic baby care business, Unicharm will expand sales of Moeny Man Siim Pants,

which have an absorber that is half as thick as the existing products, to offer a light fit; and Meony
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Man Hai-hai Pants and Moony Man Tacchi Pants, which carefully conform to the needs by
growth stage, to further reinforce pants-type diapers. At the same time, the Company will release
Moony Man Ase Sukkiri for the summer season only after halving the thickness, and improve and
launch Moony Man Mizu Asobi Panis, a pants-type diaper for playing in water that will not bulge
when wet, In the overseas markets, the Company will strive to convey the value of paper diapers
by expanding production facilities and improving productivity mainly in Asia, where paper diaper
demand will increase.

In the feminine care business, the Company will communicate a function to further resolve
causes of itchiness in the Sofy Hadaomoi series, which adopts the newly developed third surface
material for sanitary napkins funwari naminami sheet, to endeavor to create a new category and
increase eammings. The Company will also introduce Suzuhada series, aimed at resolving
dissatisfaction of consumers in summer, for Super-Sound Sleep Guard, with an airbag to prevent
slippage, in a bid to create demand. In the tampon category, the Company will release Charm
Soft Tampon Super Plus, a product for extremely heavy flow, while launching Sofy Kiyora, a
panty liner which proposes a new practice of use for a feminine appearance. With these products,
the Company will strive to improve added value and foster its brands. In the overseas markets,
which are expanding, the Company will boost sales of high-value-added super-thin relief type and
super-thin comfortabie type napkins.

In the health care business, the Company will strive to further enhance the Lifree brand by
advancing proposals by ADL in step with the renovation of the Lifree pants series and relief pads.
In the light incontinence care product market, which is rapidly growing, the Company will focus
on the fostering of Lifree Slim Wear, water absorbent underwear that creates a market for light
incontinence care products for able-bodied elderly people in a bid to create a water absorbent
underwear category. In the business-use product market, the C;)mpany will also aim to improve
the quality of life of people who need care by increasing the number of facilities that use
rehabilitation pants and easily wearable pads.

In the clean & fresh segment, the Company will fécus on market expansion, To that end, the
Company will create new demand for the Wave brand, which is aimed at introducing new cleaning
practices, by striving to expand sales of Wave Handy Wiper-Extensible Type and Wave Rinai
Floor Wiper, with a three-dimensional sheet structure, and foster Silcor Wet Tissue — Alcohol
Antibacterial .Wet Towel, which can thoroughly eliminate bacteria with alcohol, in the Silcot Wer
Tissue brand to meet the demand of customers who want to thoroughly eliminate bacteria,

In the pet care business, the Company expects that the number of households that want to keep
pets will increase. Considering the social phenomena of a declining birthrate and an aging
society, as well as a prowing tendency for people to get married later in lifej, has deepened people’s
quest for comfort and enjoyment in life and has been the concept of a pet is changing such that it

is more like a close communication partner. In addition, retirement of baby boomers is expected
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to accelerate this tendency further.

Therefore, the Company will continuously strive to develop products that meet the needs of
consumers and cultivate markets. In addition, it will continue to enhance its lineup of products
that relate to the four major domestic pet-keeping trends: indoor pet-keeping, smaller pet size,

older pets, and overweight pets.

(5) Analysis of capital sources and liquidity of funds

Cash flows from operating activities during the fiscal year under review increased ¥45,308 million,
mainly as a result of ¥31,898 million in net income before income taxes and other adjustments and
¥15,022 million in depreciation expenses.

Cash flows from investing activities decreased ¥10,091 million. This was primarily due to
expenditures of ¥17,049 million for acquisitions of tangible fixed assets.

Cash flows from financing activities decreased ¥12,585 million, primarily because of a
decrease in short-term bank loans by ¥3,774 million, expenditure on acquisition of treasury stocks
of ¥5,009 million and dividends paid of ¥2,903 million.

As a result, the outstanding balance of cash and cash equivalents at the end of the fiscal year

under review amounted to ¥87,317 million, up ¥21,868 million from the previous year end.

(6) Management's identification of problems and future policies

The Company’s corporate group promoted corporate reform by focusing its utmost efforts on
revitalizing the domestic market and promoting market growth and expanding business for its
overseas businesses, primarily in Asia  As a result, the Company was able to steadily recover,
It strived to increase sales and reduce costs, as the competition became harsher because of rising
prices of raw materials and sluggish consumption in Japan. In order to drive its corporate reform
further, the Company will need to focus on adding greater value to its products and services
through ceaseless innovation in all business segments, and firmly push for reductions in cost of
sales and a streamlining of expenses.

Ouitside Japan, mainly in Asia, the Company will need to establish itself as the category leader
in growth markets and strive to boost ecamings by actively developing local businesses and rapidly '
expanding its product line-up in a way that responds to the needs of local consumers.

The Company’s corporate group will aim to become a life support industry with top corporate
value in Asia from a medium-term perspective. To that end, it will enhance the growth power of
the personal care business mainly in the Asian market by continuously offering the world’s
first-to-market and premier-quality products and services, bringing comfort, excitement and
pleasure to seven billion people in the werld, including three billion people throughout Asia. The
Company’s corporate group will also atm to secure a firm position in the global market by pushing

forward with its Global 10 seventh medium-term management plan, aimed at acquiring a 10%
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share of the global market for non-woven fabrics and absorbent products, from Aprii 2008 and
creating epoch-making products that can reconcile standardization and differentiation.

The Company will strive to improve jts brand value by actively pursuing measures of
concentration and selection to implement these strategies, devising a new business model that is

suited to the changing business climate, and reinforcing its customer relations.
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Section 3 [Facilities and Equipment]

1. [Facilities and Equipment]

Capital expenditures by business segment in the fiscal year under review are as follows:

Personal care business
Unicharm made capital expenditures of ¥16,424 million, aimed at boosting and streamlining

production of products such as paper diapers and sanitary napkins. There was no removal or

disposal of important facilities and equipment.

Pet care business

Unicharm made capital expenditures of ¥814 million, aimed at boosting and streamlining

production of pet care products. There was no removal or disposal of important facilities and

equipment.

Other businesses

There were no material capital expenditures, removal or disposal of facilities and equipment.

2. [Main Facilities and Equipment}
(1) The Company
Book value (millions of yen)
Name of business Business | Description - Machinery, Land Number of
Buildings A
establishment (location) | segment | of facilities | 4 o equipment | (thousand Other Total ernployees
structurss and sguare
vehicles meters)
Technical Center Research
Engineering Center Personal | and 285 308
{Toyohama-cho, care dovelopment | 1497 1.678 eo| P 3B ()
Kannonjicity, Kagawa} facility

{Mote)  Figures in brackets denote the average number of temporary employees during the fiscal year under review.
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(2) Domestic subsidiaries

Name of Book valuc (millions of yen)
Company business Business Descnpuun of Buildings Machinery, Land Nug}ber
name cs:]abml:;st};::sm segment facitities and ather equnq:::ml (ﬂs\:::sa::d Ott Total | cmployess
STUCIUTES | yehicles melers)
Shikoku Manufacturing
Factory, Chuo facilities for
Plant Personal | products such as 784 39
(Toyohama-cho, | care | paper dispers 1276 2893 @ | 7| 0% 33)
Kannenji-city, and sanitary
Kagawa) products
Shikoku
Factory, .
' Manufacturing
Onohara Plant | Petsonal | p, e for 469 1,197 2861 51 1963 103
(Onchara~cho, | care dispers (26) 3)
Kannonji-city, paper
wa}
Shikoku
Factory, Manufacturing
Unicharm | Toyohama Plant facilities for wet
Products | (Toyohama-cho, | Foo™ | tissue and 1,888 1,025 am | 52| 34 on
Co., Lad. Kanmonji-city, sanitary
Kagawa) products
(Note 2) -
Fukushima Manufacturing
Factory facilities for
{Tanakuracho, | Personal { products such as 2,139 i3
Higasji care paper diapers 4.201 4431 (128) 447 | 11,220 [C)]
Shirakawa-gun, and sanitary
Fukushima) products
. Manufacturing
]S:‘:‘l;.:%l.(a facilities for
(Kakegawa | Personsl | productssuchas | 5 55 3,456 g | 67 6819 a
City, Shizuoks) | **™® paper dipers (82) 13
('Nnt.c 1 and sanitary
products
Manufacturing
::g&';;‘““ facilities for
Unicharm Personal { base paper used
Material (TE: oyo:a;i:l-:i-cho, care for paper 335 a7 an 5] 1332 (lg
Co., Ltd. K.ngaw?) R4 Other diapers and
sanitary
(Note 1} products
Manufacturing
facilitics for
Kokko ?::;noe Personal | base paper used 235 16
Paper Mfz. (Shik;’ku chwo | & for paper 232 653 (10 17| 1138 an
Co., Ltd. City, Ehime) Other dinpers and
. sanitary
products
Unicharm Itarni Factory Manufaciuring 1104 24
PetCare (Ttamni City, Pet Care | facitities for pet 250 307 ‘“ 2) 3 1,571 )
Corporation | Hyogo) food

(Notzs) 1. Facilities constructed on leased land,
2. Facilities partly constructed on leased Jand. (2,000m®)
3. Figures in brackets denote the average number of temporary employees during the fiscal year under review.,

-32-




(3) Overseas subsidiaries

Name of Book price {millions of yen) _—
Company business | Business | Description of | pyidings | Mechinery, p  Land e
name establishment | segment facilities and other equ;zr:ent (ﬂsw:-‘::d Other | Total | employees
(ocation) srucwes | eittes | meters)
Menufacturing :
facilitics for
Uni-Charm products such
. Bangpakon, Personal 557 814
(Thailand) mﬁ‘:ﬂ Pl Pt as paper 3346 5,162 qaey | 4| 07 409
Co., Ltd. diapers and
sanitary
preducts
Shanghei . Manuficturing 6 257
Uni-Charm | Shanghai. | Persona! iﬁ'{’t’;‘;’ for 757 4327 o | 12| s 5
Co., Ltd. products
Uni-Charm
Consumer Shanghai, Manufacturing .
Products | China Personal | fucies for 1,795 3562 | qony | 190 3548 (112252)
{China} Ce., | (Note2) paper diapers
Lid.
Manufacturing
facilitics for
United L products such
Taipei, Personal 480 253
E:;dm Con | raivean Cume :?amerm 229 198 ay| | % e
. sanitary
products
Manufacturing
fecilities for
PT Karawang, products such 381
Uni-Charm | Republic of (P:f;"“”] s paper 421 1,189 ('3%‘; wi{ 171 o8
Indonesia Indonesia diapers and
sanitary
products
Menufacturing
LG facilities for
.\ Gumi City, products such R4
gniCham | Republic of Porsanel | as paper 550 529 ‘&7] 841 1350 e
0. L Korea are diapers and
sanitary
products
. Hoogezend, .
Uni. Charm A Manufacturing .
Malntycke S:‘;’;g‘f:; PC;'S:“"] facilities for 916 4,004 ay | 9| s (24024)
Baby B.V. (Note 1) paper diapers
Uni. Charm Hoogezand, Memufacturin
d g .
Molnlycke | Groningen, | Pessonal | g iyine gor 1,125 3,003 1| 4030 ﬂf’
Incontinence | Nederland Care aper dispers (5) (44)
B.Y, {Note 1) pep
Manufacturing
Unicharm Riyadh, the facilitics for
Gulf Kingdom of | Personat products such -
Hygicenic Saudi Arabia | Care &5 paper 788 5,003 (30) 529 6A11 gt
ot | Gl ) g
products

{Notes) 1. Facilities constructed on leased land.

2. Facilities constructed on land with land-use rights.

3, Figures in brackets denote the average number of temporary employees during the fisce) year under review,
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3. [Planned Construction, Removal, etc. of Facilities and Equipment]

(1) Construction of important facilities and equipment

N b Plau.ned lm:‘u;ﬂ of Month and
mpany ame of BISIESS | g Description of JOVES, 1 Fundin of start Plamed
conama . segment facilities Total amouat | Amount paid mzthnd‘ e of completion
{Jocation) . {millions of | {millions of cansiruction
yen) yen)
Improvement
of
Shikoku Fact menufacturing
Kannonjcity, Personal | facilities such 792 73 | Ouned March 2008 | March 2009
as paper capital
Kagawa) diapers and
sanitary
napkins
Renovation
and
Fukushima ::;lprovcmem
Unicharm Facmagl ch Personal manufacturing
Products E{i‘”‘ p e M| facilities for 562 397 mo“i'm"’d March 2008 | March 2009
Co., Ltd. Shigrnaskawa- gun products such
Fukushima) :‘f paper
iapers and
sanitary
products
Improvement
of
Shizuoka manufacturing
Factory Personal | facilities such Cwned
(Kakeaawa City, | Care 2 paper 809 2| capita) March 2008 | March 2009
Shizuoka} diapers and
sanitary
napkins
Manufacturin
g facilitics for
Uni-Charm roducts such
(Thailang) | Bangpekong, E‘;’Ii"““' e paper 1,088 n | Ownel March 2008 | March 2009
Co,, Ltd. diapers and P
sanitary
products
Manufacturin
g facilities for
PT Karaweng, products such
Uni-Charm | Republic of E:,’Fe"““’ 2s paper 1,621 1 | Borrawings | March 2008 | March 2009
Indonesia Indonesia diapers and
sanitary
products
Manufacturin
Uni. g facilities for
Hoogezand,
Charm d products such
Molnlycke g;%‘;‘l‘g:-mm Persona! | as paper R 392 | Bamowings | beoember | December
Incontinen 1 dizpers and
ceB.V. sanitary
products
Shanghai Personal MfT L"lr't'cm?n ' Owned Decemb Decemb
" s ersonal g facilities for er ecember
g"‘g’:’"‘ Shanghai, China | -y sanitary 37 * | capital 2007 2008
o products

(Note) Production capacity after completion of facilities is omitted as the purpose of capital expenditure is
multifaceted, including changes of product specifications, quality improvement and cost reduction,
which makes it difficult to calculate the relevant figure.

(2) Removal of important facilities
The Company made no new plans during the fiscal year under review regarding the removal of

important facilities.
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Section 4 [State of the Company]

®
1. [State of Stock, etc.]
(1) [Aggregate Number, etc. of Shares]
1) [Aggregate Number of Shares]
Type Aggregate Number of Issuable Shares
o Commeoen Stock 275,926,364
Total 275,926,364
2) [Shares Issued and Outstanding]
. Name of the
financial instruments
exchange where the
Number of Shares Issued Number of Shares company is listed or
T #s of the End of Fiscal | Issued as of the Date of name of the Contents
e Year Report registered and
{March 31, 2008) (June 26, 2008) authorized
association of
. financial instruments
firms
K N Standard stock of the Company
First Section, Tokyo \ . l
Common Stock 68,981,591 68,981,591 Stock Exchange with full m,?:;'dw voting
Total 68,981,591 68,981,591 - -
o
®
@
®
®
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(2) [State of Stock Options, etc.]

Stock Options

The stock options issued pursuant to the provisions of Articles 280-20 and 280-21 of the former

Commercial Code (revised in 2001) are as follows:

Resolution of Regular General Meeting of Sharcholders held on June 27, 2003

As of the End of Fiscal Year As of the End of the Month Prior to
(March 31, 2008) Report (May 31, 2008)
Number of Stock Options 5,264 5252
Number of Own Stock Options Included in R B
Stock Options
Type of Stack ) Common Stock Same as left
Nurpbcr of Shares Represented by Stock 526,400 525200
Options
Amount Paid In at the Time of Exercise of
Stock Option (Yen) 5,731 per share Same as eft
Period for Exercise of Stock Option July £, 2006 — June 30, 2008 ) Same ag Jcft
Issuznce Price of Stocks and Amount Issuance Price 5,731 Same as left
Credited 10 Equity in the Case of Issuing
?,:3“‘)‘5 through Exercise of Stock Option Amount credited to equity 2,866 Same as IcR
en
1y The holders of Stock Options can not
exercise them if the market price of the
common stock of the Company at the time
of exercise of the relevant Stock Options is
. less than ¥8,200 (which amount shall be
Terms and Conditions of Exercise of Stock adjusted in the same manner as for Same as left
Option adjustment of the issuance price if any B
cause arises for adjusting the relevant
issuance price),
2) Other terms and conditions of exercise are
subject 1o approval by the Board of
Directers of the Co(mpa:l:y.
: Transier of wamanis {stock ophons) is subject
Ma:?'m Relating 10 Transfer of Stock to the approval by the board of dircctors of the Same as left
Option company,
Matters Related to Substitute Payment - -
Matters Related to Issnance of Stock .
Options  Accompanying Reorganization - -
Procedure

{Notes) 1. The number of stocks represented by one Stock Option is one hundred.
2. The number of shares subject to the stock option means the number of new shares scheduled to be issued as per the

1}

2)

resolution of the Regular General Mecting of Sharchalders fess the number of rights eliminated or relinquished for reasons
of retirement, etc.

. Upon occurrence of 1) or 2) below following the issuance of Stock Options, the paid-in capital emounts shall be adjusted

in accordance with the respective formula (with any fraction rounded up to the nearest yen).

An event in which the Company carries out stock split or reverse stock split:
Paid-in capital after adjustment=

Peid-in capital before adjustmentx — - -
Ratio of stock split or reversestock split

An event in which the Company issues new common stocks of the Company or disposes of

its treasury stock at a price lower than market price (excluding the exercise of stock options):

-36-



Paid-in capital after adjustment=
Paid-in capital before adjustmentx

Number of shares newly issued x Paid - in amount per share

Number of shares previously issued + -
Market price

Number of shares previously issued + Increase in number of shares as a result of new issuance

Resolution of Regular General Meeting of Shareholders hetd on June 29, 2004

As of the End of Fiscal Year As of the End of the Month Prior to
{March 31, 2008) Report (May 31, 2008)
Number of Stock Options 6,826 6,807
Number of Own Stock Optiens Included in i j
Stock Options
Type of Stock Common Stock ’ Same as left
Number of Shares Represented by Stock 682600 680 700
Options * '
Amount Paid in at the Time of Exercise of
Stock Option {Yen) 5,702 per share Same s left
Period for Exercise of Stock Option July 1, 2007 - June 30, 2009 Same as left
Issuarice Price of Stocks and Amount Issuance Price 5,702 Same as left
Credited to Equity in the Case of Issuing
f\‘;’“‘)‘s through Exercise of Stock Opiion Amount credited 1o equity 2,851 Same as left
en

1} The holders of Stock Options may not
exervise them if the market price of the
common stock of the Company at the time
of exercise of the relevant Stock Options is
less than ¥8,200 {which amount shall be

‘Terms and Conditions of Exercise of Stock adjusted in the smme manner as for

Option adjustment of the issuance price if any
cause arises for adjusting the relevant
issuance price).

2) Other terms and conditions of exercise are
subject 10 approval by the Board of
Directors of the Company.

Same es lcft

ot Transfer of warrents (stock options) is subject
Mail!ers Relating to Transfer of Stock to the approval by the board of directors of the Same as l¢fi
Option company.

Matters Related to Substitute Payment - -

Matters Related to Issuance of Stock
Options Accompanying Reorganization - -
Proctdure

{Notes) 1, The number of stocks represented by one Stock Option is one hundred,

2. The number of shares subject to the stock option means the number of new shares scheduled to be issued as per the
resolution of the Regutar General Meeting of Sharcholders less the number of rights eliminated or relinquished for reasons
of retivement, ¢tc.

3. Upon oceurrence of (1) or (2) below following the issuance of Stock Options, the paid-in capital amounts shall be adjusted
in accordance with the respective formula (with any fraction rounded up to the nearest yen).

1) Anevent in which the Company carries out stock split or reverse stock split:
Paid-in capital after adjustment=
1

Ratio of stock split or reverse stock split

Paid-in capital before adjustmentx

2) An event in which the Company issues new common stocks of the Company or disposes of

its treasury stock at a price lower than market price (excluding the exercise of stock options):
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Paid-in capital after adjustment=

Paid-in capital before adjustmentx

Number of shares previously issued +

Number of shares newly issued x Paid - in amount per share

Merket pri

ce

Number of shares previously issved + Increase in number of shares as a result of new issuance

(3) [Details of Rights Plan]

There are no relevant matters to report.

(4) [State of Aggregate Number of Stocks Issued and Cutstanding, Capital, etc.]

g};n fﬁn&m& tE:a]]mnrm%L?‘:f Change in Balance of Change in Balance of
Data outstandin ontstandkn capital capital capital reserve | capital reserve
chares e chares & (Millions of Yen) | (Millions of Yen) | (Millions of Yen) | (Millions of Yen}
April 1, 2001 -
March 31, 2002 {964,300} 68,981,591 - 15,992 - 18,550
{Note)
{Note) Retirement of treasury stocks
(5} [Details of Shareholders]
As of March 31, 2008
Details of shares (stock trading unit: 100 shares)
Fractional
Classification Government . . o Foreign corporations Individual shares
and local Financial Securities Other and oth Total
public instititions | companies | corporations | Non- individus) | sharel oldis @ {shares)
suthorities individual | DOV
’i‘ﬂ’f”m of - 79 35 173 384 4 8995 |  5.670 .
5! olders
Number of
shares
owned - 152,378 3,631 222,047 | 203,863 15 107,529 | 689,463 35,291
(stock trade
unit)
Sﬁgthmdms - 2209 0.53 3221 29.57 0.00 1560 | 100.00 -
ratio

{Notes)

and 3 shares in “fractional shares.”

1. Of the 5,248,303 treasury stocks of the Company, 52,483 trading units are included in “individual and other shareholders™
Substantial nutnber of shares owned at end of the period is same as above.

2. “Other corporations™ in the above includes 1 trading unit in the name of Japan Securities Depository Center, Inc.
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(6) [Principal Shareholders]

As of March 31, 2008

Percentage of Shares Held in
Number of Shares Held Relation to Aggregate
Name Address Number of Shares
Outstanding
. . 4087-24 Kawanoe-cho,
Unitec Corporation Shikoku-Chuo City, Ehime 12,368 17.93
3-25-27-1301 Tekanawa,
Takehara Kosan KK | pfinaso-ku, Tokyo 3418 4.9
1712 Kawanoe-cho,
Tekehara Fund PL.C. | gpiy oien-Chuo City, Ehime 3,120 4,52
E‘p;;‘ﬁ‘;_’ (Tr';‘:;ta““k of 2-11-3 Hamamatsu-cho,
Account) Minato-ku, Tokyo 2,381 3.45
Nippon Life Insurance 1-6-6 Marunouchi, Chiyoda-ku,
Company Tokyo 1,934 2.81
The Hiroshima Bank, 1-3-8 Kamiya-cho, Naka-ku,
Ltd, Hiroshima City, Hiroshima 1,920 2.79
Japan Trusty Service &
Banking Corporation 1-8-11 Harumi, Chuo-ku, Tokyo
(Trust Account) 1,763 2,56
1 Minami Horibata-cho,
The lyo Bank, Lid. Matsuyama City, Ehime 1,699 2.46
State Street Bank and
Trust Company (Standing P.O.qu 351 Boston, MA, USA
. (6-7 Nihombashi Kabuto-cho,
Proxy: Mizuho Corporate Chuo-ku, Tokyo)
Bank, Lid.) 1,537 223
3-25-27-1011 Takanawa,
Tekahara Sangyo KK | \svat0-ku, Tokyo 1,230 1.78
Total - 31,376 45.49

{(Notes) 1. Although the Company holds 5,248,000 treasury shares (7.61%), it is not included in the foregoing list of

principal shareholders as these shares are without voting rights.

2. On January 21, 2008, Capital Guardian Trust Company and its three joint holders submitted a Large

Shareholding Report {(Amendment Report) in relation to the Company's shares, stating that it held the

below-noted stock certificates or other items as of January 15, 2008. However, the Company did not

include it in the foregoing list of principal shareholders as the Company was unable to confirm the number of

beneficiary stockholders as of the end of the fiscal year under review. The contents of the Large
Shareholding Report by Capital Guardian Trust Company and its three joint holders are as follows:

Number of Shares Held

Percentage of Shares

Nams Address (in thousand shares) | Certificates Held (%)
Capital  Guardian  Trust '
Company and its three joint | So> South Hope Sueet, Los 5,608 8.13

holders

Angeles, California, U.S.A
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(7) [Voting Rights]

1) [Shares Issued and Outstanding]
As of March 31, 2008
Number of r
Category Number of Shares Voting Rights Description

Non-Voting Shares - - -
Shares with Limited Voting ; ) )
Right {Treasury Stock, etc.}
Shares with Limited Voting } ) .
Right (Others)
Shares with Full Voting Rights | (Treasury Stock) _ Standard shares of the Company with
(Treasury Stock, etc.) Common Stock 5,248,300 no limitation imposed on their rights
Shares with Full Voting Right | Common Stock
(Others) 64,698,000 636,980 Same as above

. Common Stock
Fractional Shares 35291 - Same as above
Aggregate Number of Shares _ )
Issued and Outstanding 68,981,591
Aggregate Number of . )
Shareholders' Voting Rights 636,980

(Notes)

Japan Securities Depository Center Inc.
2. Common stocks in “Fractional shares” include 3 treasury shares held by our Company,

2) [Treasury Stock, etc.]

1. “Shares with Full Voting Right (Others)” include 100 shares (representing 1 voting rights) in the name of

As of March 31, 2008

Percentage of
Number of Number of Aggregate Si;za:]e:til;{);lfom
Name of Ovwner Address of Owner Shares Held in Shares Held in Number of Aggregate

{ts Own Name Others’ Names Shares Held Number of Sharcs

Owstanding

(Treasury Stocks) 182 Shimobun, Kinsei-cho, j

Unicharm Corporation Shikoku-Chuo City, Ehime 5,248 300 5,248,300 1.6!
Total - 5,248,300 - 5,248,300 761

(8) [Description of the Stock Option Plan]

The Company has adopted a stock option plan based on new stock acquisition rights method.

)

The Company’s stock option plan was specially resolved at the Regular Meeting of

Shareholders held on June 27, 2003, with the resolution that the Company will issue new

stock acquisition rights at favorable terms and conditions, pursuant to the provisions of
Articles 280-20 and 280-21 of the former Commercial Code (revised in 2001), to the

directors of the Company and its subsidiaries, and the auditors and employees who were

employees of the Company at the end of the forty-third Regular Meeting of Shareholders
held on June 27, 2003.

The following is a description of the stock option plan:
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Date of resolution June 27, 2003

Number of directors and auditors of the Company: 10

Number of directors and auditors of the Company's
subsidiaries: 6

Classification and the number of qualifying persons Number of employess of the Company: 1,029

Number of employees of the Company's subsidiaries: 704

Other (Note): 113

Shares that come under the scope of the stock option | Described above in (2) State of Stock Options, etc.

Number of shares Same as above
ax::)unt paid in at the time of exercise of stock option Same s above
Period for exercise of stock option Same as above
Terms and conditions of exercise of stock option Same as above
Matters relating to transfer of stock option Same as above

Matters related to substitute payment -

Matters related to issuance of stock options accompanying
reorganization procedure

{Note) Retirement of officers due to expiration of term, standard age retirement, etc.

2) The Company's stock option plan was specially resolved at the Regular Meeting of
Shareholders held on June 29, 2004, with the resolution that the Company will issue new
stock acquisition rights at favorable terms and conditions, pursuant to the provisions of
Articles 280-20 and 280-21 of the former Commercial Code (revised in 2001}, to the
directors of the Company and its subsidiaries, and the auditors and employees who were
employees of the Company at the end of the forty-fourth Regular Meeting of Shareholders
held on June 29, 2004.

The feltowing is a description of the stock option plan:

Date of resolution June 29, 2004

Number of directors and avditors of the Company: 11

Number of directors and auditors of the Company's
subsidiaries; 2

Clessification and the number of qualifying persons Number of employess of the Company: 1,163

Number of employees of the Company’s subsidiaries: 1,168

Other (Note): 134

Shares that come under the scope of the stock option | Described above in (2) State of Stock Options, etc.
Number of shares - Same as above

Amount paid in at the time of exercise of stock option
Same as above

(yen)

Period for exercise of stock option Same as above
Terms and conditions of exercise of stock option Same as above
Matters retating to transfer of stock option Same as above

Matters related to substituts payment -

Matters related to issuance of stock options accompanying
reofganization procedure

{Note) Retirement of officers due to expiration of a term, standard age retirement, etc.
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2.

[State of Acquisitior of Treasury Stocks, etc.]

[Type of Shares]
Acquisition of common stocks pursuant te Articles 155-3 and 155-7 of the Company Law

(1}

(2)

£

[State of Acquisition of Treasury Stocks upon Resolution of Regular Meeting of

Shareholders]

There are no relevant matters to report .

[State of Acquisition of Treasury Stocks upoen Resolution of Board of Directors’ Meeting]
Acaquisition of treasury stocks pursuant to Article 155-3 of the Company Law
Apgregate

Category Number of shares acquisiticn price
Resolution at the Board of Directors’ Meeting held on
January 31, 2008 (Acquisition period: February 1, 2008 — 850,000 5,000,000,000
March 21, 2008)
Treasury stocks ecquired before the fiscal year under review - .
Treasury stocks acquired during the fiscal year under review 690,600 4,999,944,000
Aggregate number of residual shares determined and 159,400 56,000

' agpregate amount thereof

The ratio of unexercised treasury stocks as of the end of the 1875 0.00
fiscal year under review (%) ’ ’
Number of treasury stocks acquired during such acquisition ) R
period
The ratio of unexercised treasury stocks as of the date of this 18.75 0.00

financial statement report (%4)

[Details of Treasury Stocks Acquired Not Based on Resolution of Regular Meeting of

Shareholders or Board of Directors’ Meeting)

Acquisition of treasury stocks pursuant to Article 155-7 of the Company Law

Aggregate
Category Number of shares acquisition price
Treasury stocks acquired during the fiscal year under review 1,328 9,334,065
Number of treasury stocks acquired during such acquisition 37 263,076

period

{(Note) Number of treasury stocks acquired during the acquisition period under review does not include the

number of fractional shares acquired during the period from June 1, 2008 to the date of this financial

statement report.
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4 [Disposal and Holding Status of Acquired Treasury Stocks]

Category

Fiscal year under review

Period under review

Number of
shares

Aggregate
disposal price
{yen)

Number of
shares

Aggregate
disposal price
(yen)

Acquired treasury stocks for which
underwriters were solicited

Acquired treasury stocks which
were retired

Acquired treasury stocks which
were transferred in relation to
merger, stock exchange and
company spin-off

Others - - . -

5,248,303 . 5,248,340 -

Number of treasury stocks held

(Note) Number of treasury stocks acquired during the acquisition period under review does not include the
number of fractional shares acquired during the period from June 1, 2008 to the date of this financial

statement report.

[Dividend Policy]

The Company places importance on returning profits to shareholders. At the same time, the
Company believes it is important to continue to pay stable dividends while striving to improve
earnings capability and enhance financial strength.

In line with its policy of returning 50% of consolidated net income to shareholders by way of
cash dividends and share buy-back, the Company will pay dividends of retained earnings
semiannually through interim dividends and year-end dividends. In addition, the Company has
specified in the Articles of Incorporation that it shall be allowed to pay dividends of retained
earnings upon resolution at the board of directors’ meeting pursuant to Article 459 of the Company
Law and that the record date for interim dividends is set on September 30 of each year.

For the fiscal year under review, the Company paid year-end dividends of ¥23 per share for the

. year under review under its basic policy to continue to pay stable dividends. As a result, the
full-year dividends including the interim dividends will be ¥46 per share.

The Company will appropriate internal reserves for financial requirements for future business
expansion, such as research and development, capital expenditure, overseas investment and
development of information processing systems, to make a contribution to future profits and meet
the expectation of the sharcholders.

{Note)

Dividends of retained earnings by resolution at the board of directors’ meeting for which the record date

falls in the fiscal year under review are as follows:
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Total amount of dividends

(Millions of yen) Dividend per share (Yen)

Date of resolution

October 31, 2007 1,481 23

May 26, 2008 1,465 23

4, [Changes in Share Price]

(1) [Highs and Lows of the Yearly Share Price during the Last Five Years]

Period 44™ Fiscal Yoar | 45% Fiscal Year | 46 Fiscal Year | 47" Fiscal Year | 48" Fiscal Year
Closing Date March 2004 March 2005 March 2006 March 2007 March 2008
High (Yen) 5,970 5,950 6,110 7,670 7,960
Low (Yen) 4,560 4,530 4,000 5,800 6,240
(Note) Share price highs and lows are from the First Section, Tokyo Stock Exchange,
(2) [Highs and Lows of the Monthly Share Price during the Last Six Months]
Month October 2007 November December January 2008 February March
High (Yen) 7,060 7,350 7,470 7,250 7,780 7,960
Low (Yen) 6,550 6,660 7,060 6,350 6,880 6,760

(Note) Share price highs and lows are from the First Section, Tokyo Stock Exchange.
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5. [Executive Officers]

Ovwnership
e . Date of . . Term of of shares
Official title Job title Name birth Brief carcer history office (thousand
shares)
February 1961 Assumed Presidency of Tanei
Chemizal Co.
April 1974 Conanrently sorved as President of
Kokio Paper Masufattiring Co., Led
July 194 Assumed Presidency of ihe Company
(Unicherm Corporstion)
Mry 1971 Conqmeitly served as President of
Charm Corp.
June 1993 Concurrcatty served a1 Presidem of
H o Unicharm Eant Jepan Co.
C&alrénom;f ];:JI(I;I]“ID Mﬂ;’gc;ll! 6. May 1999 Concurrently served as President of (Note 2) 2003
e Boar ara Unicherm Ceatead Jupan Ca.
Mry 1999 Concurvenily scrved us President of
Unicharm Material Co., Ltd.
Fune 2000 Assumed Chairmanship of the
June 2004 Asssmed Clairmanthip of the Board
of the Company (present post)
June 2003 Aswumsed Direcyoeship and
Chairmanship of the Board of the
Company (present post)
April 1986 Joined Sanwa Bank, Lid.
Aprll 1991 Joined the Company
Cciobes 1994 Assumed Vice President of United
Charm Industry Co., Lid.
June 1995 Assumed Directorship of the
Company
April 1956 Berame General Mamagsr of
Procurement Depanment and Deputy
General Manager of Intermtional
Headquarters of the Company
April 1997 Became Deputy General Manager of
Pr:stdc.nt and . (S;:Illl Manager ufulfnrkaun;
Chief Takahisa July 12, Headquarers of the Company {Note 2 403.5
Exccutive Tekahara 1961 3201997 | Becare Masaging Divecior of he ote 2) :
Officer Apil 1998 | Beeame General Masager of Saitary
Business Divirion of the Comparry
Rty 1999 Piaced in churge of latemational
Headquarters
April 2000 Became Deputy General Manager of
General Planning Headguerters
Ocicher 2000 Placed in chargs of management
srategy of the Compeny
Jene 2000 Agmmed Presidency of the Company
June 2004 Assumed Presidency and became
Chiel Exeautive Officer of the
ion)
April 1979 Joined the Conpamy ~
April 1993 Became General Mamages of
Yokohaws Branch of Sales
Hesdquanens
April 1995 Became Genera) Manager of Nagoys
Branch and General Munager of
Tokai Sales Depi. of Sales
Headquerters
April 199% Became Geaeral Manager of Tokyo
Branch of Sales Hesdquarien
June 1959 Berame Exctanive Officer
October 2001 Becamc Genert) Manager of Sules
Planning Dept. of Sales Headquarters
Aprii 2003 Became Exceutive Dificer and
} . Genersl Menagor of Feminine Care
Director and In charpe of Business Headquariers
Senior i Kennosuke |  April 13, fuly 2003 Became Execuiive Offioer and
Executive Agian Nakano 1956 Maenaging Direstor {Note 2) 22
Busingss an Jarcary 2004 Becarme Executive Officer and
Officer Maraging Director and Genenal
Manger of Feminine Care Buginess
Headquarters and in charge of
Chinese Busipess
July 2004 Became Senjor Executive Officer end
Genenst Managar of Feminine Care
Business Headguarters and in charge
of Chincse Business
June 2005 Assumed Directorship and became:
Senior Executive Officer
October 2005 Became President of Uni-Charm
Coonumer Products and Living
(Stanghai) Co., Ltd. (prese past)
Ociober 2006 Became Dirsctor and Senior
Exeantive Offices in charge of Asfan
Husinezs {pregent post)
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Official title

Job title

Name

Date of
birth

Brief carcer history

Term of
office

Owmership
of shares

(thousand
shares)

Director and
Senior
Executive
Officer

Chief
Quality
Officer and
General
Manager of
Global
Developme
at
Headquarter
5

Eiji
Ishikawa

Qctober 19,
1955

Febeuary 1980
October 1996

April 1998
June: 1999
October 2000
At 002

Apri] 2003

July 2003

July 2004
Innuary 2005

April 2005

June 2005

October 2006

Joined the Company

Became Mamger of Planning Offics
of F 300 Fead

Became Geattal Masager of
Production Headquarters

Became Executive Officer

Besame Bxecutive Officer end
General Manager of Technolegy
Development

Bezame Exteinive Officer and
General Manager of Human Resource

Became Exceutive Dificer and
Mapaging Director

Beeame Senjor Exccutive Officer
Became Senjor Exceutive Officer and
Geners! Munager of Research and
Development Headquaners end
General Managsy of Human Resourcs
Developresi Depl. and General
Manager of Corporate Social
Responsibility Dept.

Became Senior Executive Officer and
Chief Quality Officer and General

position)

Becams General Maneger of

Corporate Sacial Responsibility Dept.

Becama CQO and General Mamger

of Gicbal Development Headquarters
}

{Note 2}

1.2

Dircctor and
Senior
Executive
Officer

General
Manager of
Sales
Headquarter
s

Shinji Mori

June 17,
1956

Apdl 1979
April 1994

April 1697
April 1998
ke 1999

Jupe 2000
October 2000

Agpril 2001

Juty 2003

April 2004

Tuly 2004
October 2004

June 2005

October 2005

Joined the Company
Betzme General Manager of
Hiroshima Branch of Sales
Headquaners
Became General Mansger of Ouakn
Sales Dept. of Osaka Branch of Seies
Headquanen
Betame General Manager of Osaka
Branch of Sales Headquarten
Bezame Deputy Exeauntive Officer
Became Executive Oficor
Becama Executive Officer and
General Mazages of Baby and Child
care Businesy Headquariers
Became Executive Officer and
Grneral Menager of Healh Care
Business Headquariers -
Betams Executive Officer wnd
Managing Director
Betatne Exeoutive Officer and
Managing Director end General
Muneges of Baby and Child cars
Business Headquarters and General
Manager of Heahh Care Business
Headquariers
Became Senjor Executive Officer
Beeame Senior Executive Officer wed
General Manager of Saies

and General Marager of
Health Care Business Headquaniers
Becarny Director and Senior
Executive Officer (present past}
Became Geners! Manzger of Selex

{Mote 2)

{present post)
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Official title

Job title

Name

Date of
birth

Bricf career history

Term of
office

Ownership
of shares
(thousand

shares)

Director and
Senior
Executive
Officer

Masakatsu
Takai

May 6,
1956

March 1977
Al 1996

April 1992

June 2000
Ociober 2000

Agril 2002

April 2005

June 2007

Ociober 2007

April 2008

Ioined (he Company

Became Marager of Central Plan: of
Charm Corporation

Became Deputy General Manager off
Technology Headqusriers and
Geoeral Manager of Production
Teshwology Depantment

Became Executive Officer

Became Executive Officer and
General Manager of Production
Headquanes

Became Executive Officer

Became Senior Executive Qfficer and
Chiel Operating Officer {CO0) of
Unicham Produets Co., Ltd.
Assumed Prezidency and past of
Executive Oficer of Unicharm
Products Co,, Ltd. (present post)
Beaame Director and Execulive
Officer (present post)

Became General Manager of
Corporate Social Responsibility Dept.
(present pos}

Assumed Directorship tnd became
Senior Exctutive Officer (present
position)

(Note 2)

Director and
Senior
Executive
Officer

Chief
Marketing
Officer

Takaaki
Okabe

August 30,
1953

Apell 1977
April 1992

June 1993
April 1994

June 1995
April 1996
April 1997

April 1998

Agpril 2000
Ociober 2000

October 2001

April 2003

Jutre 2004

Augtrst 2006

Joined the Company

Became the General Manager of
Marketing Dept. 1 of Markeling
Headquarters

Assumed Direciorship

Berame Gesersl Manager of
Marketing Headquarters

Became the Managing Director
Became General Manuger of Sabes
Headquarters

Became Gencral Mapager of Sales
Headquarters and Genera) Manager af
Markeling Hesdgquaners

Became General Manger of Baby
and Child care Business
Hendquarters; placed in charge of
C&F Busintss Headguanen,
Research & Development
Headguariers snd Technology
Headgquaners

Assumed General Manages of
Procurement Headquartens

Placed in charge of Client Vahse
Creation and betame Genenal

M of Al Business Headg
Became General Manager of Chisf
Murketing Officer (CMO) and Al
Business Headquarters and Genenal
Munager of Heahth Care Business
Headquariers

Became CMO and General Mamager
of Baby and Child Care Business
Headquarters

Assumed Directorship and became
Senior Exeaurive Officor (presert
post)

Assumed President of Mieux
Prodyets Ce., Lid. {present post)

(Note 2)

5.9
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Ownership
s . Date of . . Term of of shares
Official title Job title Name birth Brief career history office (thousand
shares)
Derember 1990 | Joined the Company and bocams
Advisor 10 the President and Genersl
M of General Administrath
Dept.
June 1991 Assumed Managing Directorthip
April 1992 Berame Generl Manager o[ Sukes
Hesdguarters
October 1996 Becams Genera) Mamger of General
Phenning Hesdquarters
October 2000 | Placed in charge of business
management sod became Chiel’
Quality Officer (CQO)
Agel] 2001 Placed in charge of Produa Value
Tntenal Shigeki Juty 25 October 2001 ghc:d In charpe of managing CQO
Corporate M 1929 ’ and Bosiness Managemen, (Note 3) 16
Auditor artyama Production, Logistics and Sales
Headquarters
January 2007 Concumently served ez Pregidem of
Unicharm Product Ca., Ltd.
June 2002 Concurrently served as Presidet and
Executive Officer of Unicharm
Material Co., 14d.
June 2004 Astumtd Dirsctorthlp and became
Sentor Executive Dfficer
Became President and Chief
Executive Officer, Represemative
Director of Unicharm Produci Co.,
L.
June 2005 Becams Imernal Corporate Audior
April 1969 Joined the Company
Dectrmber 1990 | Derarme General Manager of
Persoonci Affains Dept. asd General
ager of Ad
Internal . April 1996 Became Manager of Personntl
Tsuyoshi February 8, Phnning Office of Production
Corp(.)mlc Miyauchi 1046 Headquasters {Note 3} 0.4
Auditor October 1999 | Became Managing Dircctor of
Cosmote: Corporation
Agpril 2002 Assumed Presidency of Cotmotec
Corpontion
June 2004 Became Intcmal Corpovets Auditor of
the Company (present position)
June, 1932 Assumed Exetutlvs Vice Presidency
of Mausushita Elecrric Industrial Co.,
Lud.
. June 1593 Became 1nternal Corporate Auditor of
Corporate Masahiko | February 1, Matsushin Electric Industrisl Co., {Note 3) 3.0
Auditor Hireta 1931 Ly, , :
November 1987 | Becams Special Advisor of the
Company
June 1999 Became Corporste Auditor (pressrd
position)
April 1962 Joined Industria) Bank of Jagan, Lid.
June 1990 Aswmed Directorship of IBJ
Juze 1993 Asummed Maraging Directorship of
i:Y]
Corpornte Haruhiko | December Junc 1998 | Became Vice Chainman of [B) (Note 3) i}
Auditor Takenzka 1,1939 Schroder Bazk end Trust Co.
Junc 2000 Becama Internal Corporue Auditor of
Nhsan Motor Ca., Ltd.
June 2004 Became Corponite Auditor of the
Company (present position)
Total ' 626.8
(Notes} 1. Corporate Auditors, Masahiko Hirata and Haruhiko Takenaka, are external auditors set forth in Article 2,
Paragraph 16 of the Corporation Law.
2 The term of director shall be one year from the closing of the regular mesting of shareholders for the
fiscal year ended March 31, 2008 to the closing of the reguler meeting of shareholders for the fiscal year
ending March 2009.
3. The term of corporate auditors shall be for four years from the closing of the regular meeting of
shareholders for the fiscal year ended March 31, 2008 to the closing of regular mecting of sharcholders for
the fiscal year ending March 31, 2012,
4. Takahisa Takahara, President and Chief Executive Officer, is the cldest son of Keiichiro Takahara,
Chairman of the Board.
5. The Company introduced an Exccutive Officer System to promote morc active meetings of the Board of
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Directors and to clearly separate the supervisory function of decision making and exccution of duty of the
Board of Dircetors’ Meeting from function of execution of duty of each business department, aimed at
improving management cfficiency. There are 19 executive officers in the Company.
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6.

[Basic Philosophy on Corporate Governance]

Basic Philosophy on Corporate Governance

The Company conducts its daily corporate activities by adhering to its company credo,
“Achieving proper corporate management that afigns the growth and development of the
Company with the contentment of the employees and the fulfillment of social responsibility.”
The Company is striving to provide the best value to stakeholders such as consumers,
shareholders, business partners, employees, and society by constantly creating new value.
Corporate governance and CSR are coming under increased scrutiny by sharcholders.
Recognizing that it is of paramount importance to always conduct prope-r corporate
management based on the aforementioned credo, while continuously enhancing corporate
value and actively fulfilling its CSR through business activities that are conducted with the
concerted efforts of management and the operaticnal divisions, the Company is improving its
corporate governance while further strengthening the executive officer system within the
existing management framework of a company with a board of corporate auditors. Turning
to the improvement of the management control mechanism for achieving corporate
governance, the Company introduced an execufive officer system within the existing
management framework of directors and auditors in June 1999, in an effort to reinforce the
management decision-making and supervisory functions of the Board of Directors’ Meeting
and enhance the business execution function of executive officers. To ensure that

management activities are conducted more efficiently and flexibly, the Company reduced the

- number of directors and shortened their tenure to one year. In order to enhance the

management of field work and speed up the implementation of strategies, which are one of its
strong points, the Company holds a Business Plan Advisory Committee twice a year. This
committee is attended by all directors, auditors and executive officers to set the business
plans for each operational division. Based on the status of execution of the business plan,
the Company holds a monthly meeting of the Business Execution Board chaired by the
President & CEO to solve important issues on business execution that the chairman has
identified, in an appropriate and prompt manner.  As for approaches for comp]iahce, besides
complying with domestic and foreign laws, all officers and employees of the Company are
striving to refine its corporate mission, as formulated in the company credo (established in
1974), its five key tenets and principles of conduct for employees (established in 1971;
revised in 1999), beliefs, pledges and behavioral principles for employees (established in
1999) and the Unicharm Way, which formulates behavioral guidelines for realizing these
missions and which the directors and employees must carry at ail times. These mission

statements are the specific framework within which the Group conducts business in
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accordance with its corporate vision and ethics. In addition, the Company makes daily
group-wide efforts to fulfill these missions by using the “President’s Room,” a system to
transmit messages every week from the President & CEO to all employees, and by using the
intranet “i-Navi” and the in-house magazine “HIROBA.” The Company established the
Corporate Ethics Committee chaired by the President & CEO to address important issues
concerning corporate ethics, compliance and risk management. The Company also started a
service called “Rin-Rin Dial” to counsel the employees, with the Corporate Ethics Office of
the CSR Department serving as a contact point, to detect risks promptly and implement
countermeasures on a daily basis. In addition, the Company holds a CSR Committee, which
serves as the mechanism to fulfill its corporate social responsibility and which consists of the
Quality Assurance Committee, Environmental Committee aqd CSR Promotion Committee,
on a quarterly basis with the President & CEO serving as the committee chairman. By
doing so, the Company can share important issues concerning promotion of CSR, and the

countermeasures for those issues, among all members of the Company.

(1) State of implementation of measures concerning corporate governance

i) Description of the Company’s organizations

The Company is 8 company with a board of corporate auditors that has four corporate
auditors, two of whom are appointed from outside the Group, in order to monitor its
corporate activities from an outside point of view and further enhance the soundness and
transparency of these activities. Each auditor conducts auditing activities by adhering to the
auditing policy and execution plan set at the Board of Auditors, and attends major meetings
concerning management decision-making as a standing member, thereby helping to achieve
corporate governance. For internal auditing, a dedicated organization under the direct
control of the President and CEQ with an increasing workforce works to verify the
effectiveness of internal control at operational divisions, and recommends improvements.
The three auditing parties, engaging the aforementioned auditing by auditors, internal
auditing, and accounting audit by accounting auditors, hold meetings on a regular basis, or as
the need arises, to enhance the reliability of the financial statements and conduct auditing
effectively and efficiently while sharing information on their respective auditing plans and

results.
ii) The Company’s organizations and internal control

A chart showing an overview of the Company’s management control mechanism is presented
below (as of March 31, 2008}:
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Accounting Auditors

Auditing

Intemnal auditors 2
Extemnal avditors 2

[ S e T Pt &y

Board of Directors
Representative Director &
Chalrman of the Board
Prsident & CEQ
Diedors 5

i

TOCETANRATAL S0

Busipess Plan Reparting CSR Commitice
3 Corporate Ethics
Committes Committee
b
Repoing » President
Divecsing 2nd i
mu‘?:u Reporting
A 4
Executive Officer
Busi
A Deputy Executive Officer
é AMltendance Board
6 Raportog
g t Reporting » Business Division —
5 > Functional Division B
t Auting + Development Division EL |
[}
Aud
= 2 W Subsidianes and 4
ivattigalon afiiliates
L {Board of)
< Peportig Audiors
E nhancing compliance / ethics | |

Behavioral guidelines ("our five key tenets” and principles of conduct for
employees and “beliefs, pledges” and behavioral principles for employees)
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iit) The state of establishment of an internal control system

Basic policy for the establishment of an internal control system

The Company will establish a system to ensure proper operations (hereinafter referred to as
“internal contro!™) as follows, in accordance with the Compay Law and the Company Law

Enforcement Regulation.

A. System to ensure duties of directors and employees conform to laws and the Articles of
Incorporation (Article 362, Paragraph 4, ltem 6 of the Company Law and Article 100,
Paragraph 1, Item 4 of the Company Law Enforcement Regulation)

(a) “Achieving proper corporate management that aligns the growth and development of the
Company with the contentment of the employees and the fulfillment of social
respnnsibiﬁty.“ The Company puts up the concurrent development of society and
corporation as its company credo in 1974, making it the guidelines for management.

(b) To make employees adhere to sound ethics and comply with laws and the Articles of
Incorporation, in 1999 the Company released beliefs, pledges and behavioral principles
for employees — “pledge to our customers,” “pledge to our shareholders,” “pledge to our
business partners,” “pledge to our employees,” and “pledge to society” — and our five key

"

tenets and principles of conduct for employees ~ “creation and innovation,” “ownership,”
“positivity,” “leadership” and “fair play.” To clarify the things that employees should
observe, these mission statements stipulate senses of values that should be shared by all
employees, with the company credo as their basis, and employees should behave in line
with them. The Company also compiled a booklet, dubbed “The Unicharm Way,” which
covers such things as 1) the behavioral guidelines, 2) Unicharm’s sayings, 3) manual for
the introduction of SAPS (Schedule-Action-Performance-Schedule) business model, 4)
Unicharm Information Security Policy, and 5) crisis management communication manual.
Since April 1, 2005, this booklet is carried by all employees and can be checked anytime,
including at morning meetings where the booklet is read in chorus by all those present.

(c) In fiscal 2004, the Company started the “SAPS business model,” which mainly calls for
respect for people and attaching importance to the satisfaction felt when objectives are
achieved. Connecting all its bases at home and abroad via a teleconferencing system,
the Company holds a “SAPS management council” from 8:00 a.m. every Monday, in
which all directors, all executive officers, heads of all divisions and heads of all bases
take part. At this council, the President and CEO of the Company gives his thoughts on

management to make employees aware of the management’s spirit.  Thus, the Company
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devotes itself to corporate activities based on the building of a corporate climate in which
autonomous corporate governance functions. Furthermore, SAPS small group activities
are independently implemented every week in line with the management policy under the
auspices of field managers who belong to all corporations in Japan and overseas, and the
Company makes weekly reports on the progress of each priority measure. Participants
put their heads together to autonomously carry out reform and improvement campaigns

every day. The number of such small groups stood at 249 as of April 2008.

(d) The Inteliectual Property Legal Affairs Department is responsible for issues concerning

_ legal compliance, while the Corporate Ethics Office of the CSR Department is in charge

of matters that do not violate laws as such, but lie in a grey area in terms of what is

classified as a proper action for an employee. The Company and its group companies

. have employee consultation counters where employees can seek advice if they have

noticed any violation of laws and/or ethics. For instance, the Company has a “rin-rin
dial” service, while Unicharm Pet Care Corporation has a “Unicharm Pet Care rin-rin
dial” service. Under the group-wide lateral law compliance system, the Company and

its group firms are doing their best to address problems.

(e) When the Corporate Ethics Office, directors or auditors discover problems conceming

N

legal compliance and/or ethics, they are to quickly report 1o the general manager of the
CSR Department.  After receiving a report, the general manager of the CSR Department
will investigate the details of the report and hold the Corporate Ethics Committee as
necessary, if the trouble is very urgent, important or dangerous. The President and CEQ
of the Company will chair the committee, while the general manger of the CSR
Department will serve as the secretary-general and the general manger of the Planning
Headquarters, the general manager of the Human Resources Development Department
and the general manager of the Intellectual Property Legal Affairs Department will be
committee members. The chairman will appoint some officials concerned as committee
members, as required, to have them resolve the issue. The chairman will discuss
measures to prevent recurrence of problems with committee members and implement
such measures throughout the company.

After the Corporate Ethics Commitiee has investigated the facts, if it confirms that there
has been some violation of laws or rules by employees, it will immediately order the
employees to desist such action and take any necessary steps, including punishment, in

accordance with the Working Regulations and other in-house regulations.

System to preserve and manage information concerning execution of duties by directors

(Article 100, Paragraph 1, Item 1 of the Company Law Enforcement Regulation)
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(2) Information on the execution of duties by directors will be recorded and preserved in
writing or electromagnetic media (hercinafter referred to as “documents and other
media") in accordance with the Document Control Regulations.

(b) Directors and auditors can always read these documents and other media in accordance

with the Document Contro] Regulations.

C. System to control risk of losses and others systems (Article 100, Paragraph 1, Item 2 of

the Corporation Law Enforcement Regulation)

There are a wide range of risks that affect management widely, including those related to
the execution of operations, those related to legal compliance and those related to
financial reports. The Company will establish and operate internal controls by

prioritizing risks after assessing the overall situation.

(a) With regard to risks concerning the execution of operations of the Company, executive
officers appointed by the Board of Directors will manage the risks involved in the duties
for which they are responsible.

(b) Risks concerning legal compliance will be managed as shown in A. (d).

(c) For risks related to security, the Company will establish 1) Information Security
Regulations, 2) Personal Information Protection Regulations, 3) Personnel Information
Control Regulations and 4) Document Control Regulations. The Planning Headquarters
will aversee 1) and 4); the CSR Department will handle 2); the Global SAPS Human
Resources Development Department will be concerned with 3).

{d) The CSR Department will manage risks concerning quality by applying the quality
management system based on the ISO900) quality guarantee standard to every process,
from marketing to delivery of products, and by building an across-the-board quality
assurance sysfem. it will also implement internal and external audits to verify the
conformity and validity of the system from the standpoint of “quality management =
quality business,” and take corrective and preventive measures to realize continuous
improvement. Unicharm Products Co., Ltd,, which is in charge of manufacturing, has a
Quality Control Department that undertakes the headquarters’ functions of quality control.
It also has a quality control group in each plant to ensure the quality of the products.
The Quality Control Department set up a Quality Assurance Subcommittee at the CSR
Committee, to push forward with CSR throughout the company, as a company-wide
management review. The subcommittee meets quarterly in a bid to improve product
quality with all members of the company working together. With its overseas

production plants (in China, South Korea, Taiwan, Thailand and Indonesia) also having
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obtained 1SO9001 status, the company is working hard to improve quality on a global
basis.

(¢) Environmental preservation activities are the priority issue of CSR and the Company
controls risks concerning the environment by driving forward activities on a top-down
basis under the Environment Subcommittee, set up in the CSR Committee. To reduce
the environmental impact of its overall business, the Company has established a
company-wide environmental action plan to control environmental risks through this
mechanism. Principal offices in Japan have obtained ISO1400] certification.

(f) With regard to risks related to financial reports, the executive officer in charge of
accounting specifies important items concerning accounting in accordance with the
Decision-Making Authority Regulations, and submits them to the Board of Directors.
Ongce the Board of Directors makes a decision about the disclosure of specific matters, the
matters are disclosed in a timely and proper fashion.

(g) To control crisis-related risks, the Company has prepared a crisis management
communication manual, which specifies nine risks: 1) quality; 2) environment, 3)
merchandise labeling; 4) labor safety; 5) human rights; 6) risks related to suppliers; 7)
risks related to the top management (abduction, kidnapping, etc.); 8) disaster; and %)
information systems-related accidents. This manual is aimed at discovering any
potential crisis at a very early stage and prescribing preventive measures to be taken in
times of pormality, and methods and standards for reporting crises when they are
discovered. If a crisis should occur, the Company will be able to quickly and accurately
grasp the situation and prevent any damage from escalating, while communicating with
its stakeholders in a timely and proper manner. To that end, the Company has set up an
organization to cope with crises - comprised of an official in charge of risks, a Crisis
Management Team (CMT) and a Crisis Response Team (CRT). Thus, the Company has
established a human/physical system to handle crisis-related risks.

{(h) The Internal Auditing Office, in cooperation with relevant sectors, audits the state of
everyday risk control in each division of the Company and its group companies in line

with these regulations and manuals.

D. System to ensure efficient execution of duties by; directors (Article 100, Paragraph 1, Item
3 of the Company Law Enforcement Regulation)

In fiscal 2004, the Company started a SAPS management method, which calls for
respecting people and attaching importance to the satisfaction felt when objectives are
achieved, by compiling its past management methods. The SAPS business medel

specifies that 50% of the Company's energy should be spent on analyzing the current
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state of affairs; the Company should clearly set management objectives, or “targets”; the’
Company should investigate the true causes of problems from different standpoint; and
the Company’s time and effort should be concentrated on issues of high priority. In
concrete terms, directors are helped to perform their duties according to the following

Processes.

(a) A company-wide general guidelines will be indicated by the President and CEO put

before the Board of Directors in January every year. Based on the company-wide
general guidelines decided at the Board of Directors, the executive officer in charge of
each business division or functiona! division will hold a meeting to convey and share the
company-wide guidelines with constituents of the division under his or her charge to

thoroughly drive home the guidelines.

(b) Each business division/functional division will break down the company-wide general

guideline individual strategies into each division from February to March every year to
prepare consistent divisional policies, which wilt be submitted to the Business Plan
Advisory Committee, with all directors and all auditors as its standing members. In
addition to the standing members, relevant executive officers and persons concemned will
attend the Business Plan Advisory Committee. Business divisions will prepare business
division policies for the latter half of the fiscal year in August and refer them to the
Business Plan Advisory Committee. Through the processes mentioned above, the
company-wide medium-term business plan and its strategies, which apply to both
directors and employees, will be reflected in the strategies and annual/semiannual

objectives of each division/office.

(c) The Planning Headquarters and the Accounting Division will work out budgets by

business division and by corporation on a six-month basis to materialize the medium-term
business plan. . The priority of capital spending plans and new businesses will be
decided, in principle, based on their contribution to the achievement of the medium-term

business plan’s targets.

(d) At the Business Execution Board, which is convened every month, the President and

CEO will give instructions in advance about the important points of what should be
discussed and executive officers in charge of the important points will report measures to
cope with the issues. The Accounting Division will repert the difference between the
budgets by business and by subsidiary, including overseas local units, and their results as
well as the reasons for the difference. A teleconference system covering all offices and
bases, including overseas bases, will ensure that information is conveyed to all

employees.

(e} Any failure to achieve targets will be analyzed and measures to eliminate or reduce such
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failures will be developed. The measures will be given to “small groups” to carry out
on-site improvement activities by repeatedly searching for the causes of any failure.

(f) The Company has set up a Settlement Committee, chaired by the executive officer in
charge of accounting, so that it will be able to efficiently manage its operations by
obtaining the understanding of its investors. and other stakeholders for our corporate
philosophy and our targets, including the vision that we aim to realize under the Global
10 Plan. The Company is doing its utmost to carry out, without delay, tasks conceming
the settlement of accounts and the general meetings of shareholders as well as proper and
timely disclosure in accordance with the laws and the Articles of Incorporation. The
President and CEO is taking the lead in disclosure of corporate information. The
Company will expand functions of the Settlement Committee as an institution to

deliberate on matters to be disclosed in a timely fashion throughout the year.

E. System to ensure proper operations in the corporate group comprised of the joint-stock
company and its parent company and subsidiaries (Article 100, Paragraph 1, Item 5 of the

Company Law Enforcement Regulation)

(a) The Company and its group companies have a corporate philosophy system comprised of
(i) the company credo, (ii) beliefs, pledges and behavioral principles for employees, and
(iii) our five key tenets and principles of conduct for employees, all based on three core
characteristics fostered since the founding of the Company - ‘Securing the No. 1 position
by continuing to do its best,” ‘theory of changing value,” and *taking responsiblity” -.
“Unicharm’s Sayings,” which was first established in 1986, revised as a second edition in
1995, and updated in the third edition in 1999 and the fourth edition in 2002, form the
corporate climate of Unicharm Group as a corporate group and serve as the foundation to
promote awareness of legal compliance,

(b) The Company has established Decision-Making Authority Regulations, common to the
Company and its group companies, to specify which matters require the approval of the
parent company and which are to be decided independently by group firms, thus
clarifying the corporate group’s decision-making process.

(c) To establish internal control in the Company and its group companies, the Company will
set up an in-house organization to build internal control in each group company as well as
establish a system, under which discussions on intemal control at the Company and
between group companies are made efficiently and in which common dissemination of
information and transmission of instructions and requests can be carried out efficiently.

{d} The Internal Auditing Office of the Company conducts internal audits of the Company
and its group companies and reports the results to the President and CEQ and auditors.
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(&) As mentioned in D (d) above, the Company sets numerical targets for each group firm
and each month the Business Execution Board reviews the attainment of numerical
targets by corporation, along with the company-wide business numerical goals. Thus,
the Company has spread PDCNA (Plan-Do-Check-Next Action) based on the SAPS
business method into group companies as well.

(f) The Company has set up a system that enables employees of group companies to directly
report issues related to legal compliance, as mentioned in A, (d).

(g) The Company ensures information is shared among all employees by conveying the
management philosophy of the management and behavior patterns via "i-navi,” a

company-wide cross-sectional portal site, and by providing an “e-learning” service,

designed to improve employees’ capabilities.

F. System when auditors request installation of employees who may assist in auditers’ duties

{Article 100, Paragraph 3, Item 1 of the Company Law Enforcement Regulation)

(2) As a company with a corporate auditor system, the Company has four auditors, two
standing auditors and two external auditors.

(b) If auditors ask for assistant staff to be installed, they will discuss and resolve with
directors such matters as the number of such staff, their required abilities, their authority,
the organization to which they should belong, and the extent of auditors’ authority over
them. Based on this rule, the Board of Auditors was established in fiscal 2007.

(c) The Internal Auditing Office conducts internal audits on items, which are requested by
auditors through discussions at the Internal Auditing Report Meeting and the Board of

Auditors meeting, and reports the results of the internal audits to the Board of Auditors,

(. Matters concerning independence of employees specified in the preceding item from
directors {Article 100, Paragraph 3, Item 2 of the Company Law Enforcement
Regulation)

When the assistant staff specified in the preceding item are installed, decisions regarding
appointments and transfer of power, such as appointment and transfer, shall require the
consent of standing auditors in advance in order to secure the independence of the said
staff.

H. System conceming reports made by directors and employees to auditors and other reports
made to auditors (Article 100, Paragraph 3, Item 3 of the Company Law Enforcement

Regulation)

-50.



(a) Regulations laying down items that should be reported to auditors will be established as

1)
2)
3)
4)
&)
6)

7

the Board of Directors Regulations through discussions with the Board of Directors.
The regulations will include the following items.

ltermns decided at the Board of Directors’ meeting

Items that could cause considerable damage to the Company

Important items regarding monthly management status

Important items concerning the status of internal auditing and risk management

Serious violation of laws and/or the Articles of Incorporation

Violation of lawsfthe Articles of Incorporation and serious violation of ethics, which have
been reperted to the consultation counter of the Corporate Ethics Office

Other important items concerning quality and the environment

(b) Employees may directly report to auditors when they discover serious facts concerning

the preceding items 2) and 5).

{c) Meetings auditors attend:

D
2)
3
4
5)
6)
7

Board of Directors’ meeting

Business Planning Advisory meeting

Business Execution Board meeting

Settlement Committee

Internal Auditing Report Meeting

Crisis Management Committee

CSR Committee/CSR Auditor Report Meeting

(d) Materials, circulars and reports auditors read are those concerning:

1
2)
3
4)
&)

6)
7
8)
9

The President and CEO

Legal compliance

Risk management

Internal audit

Changes in accounting policies/establishment (revision and abolishment) of accounting
standards, etc.

Important lawsuits/disputes

Accidents, illegality, complaints and trouble

Results of inspection by the authorities and external audit

Administrative penalties given by the authorities, etc.
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1. System to ensure effective implementation of audit by auditors (Article 100, Paragraph 3,

Item 4 of the Company Law Enforcement Regulation)

The Board of Auditors shall have a meeting to exchange views with the President and

CEO once a month, and with the auditing company every quarter.
(Note) “Employees” used in this basic policy mean “employees” under the Company Law.

iv) Status of internal auditing and audit by auditors

The Company has established the Internal Auditing Office under the direct control of the
President and CEO, as an internal auditing division. The Internal Auditing Office,
comprised of six persons, conducts internal audits of operational divisions, prepares internal
audit reports describing any matters of concern that it has discovered and recommendations
for improvements, reports these to the President and CEO, and then submits them to the
Board of Auditors as well as the audited divisions themselves. If it notes any improper
matters, it prepares an improvement plan that is executed while the Internal Audiﬁng Office
monitors the results,

The Board of Auditors is made up of four individuals—two intemal auditors and two
external ones—which helps it to further increase the tramsparency of corporate actions,
Each auditor conducts his or her auditing activities by adhering to the auditing policy and
execution plan set by the Board of Auditors, and attends major meetings concerning
management decision-making as a standing member, thereby helping to achieve corporate

povernance.

v} The state of financial auditing

The Company appointed Deloitte Touche Tohmatsu as the financial auditor and receives
recommendations for operational improvements after each audit. There exists no particular
conflict of interest between Unicharm and Deloitte Touche Tohmatsu or any of the managing

partners in charge of the Company’s audit.

<Names of certified public accountants in charge>
Engagement partners/Managing partners: Takao Goto
Engagement pariners/Managing partners: Seibei Kyoshima
<Numbers of assistants for financial audit>

5 certified public accountants, 7 junior accountants and other assistants, 2 other persons
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vi) Relationship with external auditors
The external auditor Masahiko Hirata is a former vice president of Matsushita Electric
Industrial Co., Ltd. and has successively held prominent positions.

External auditor Haruhiko Takenaka has held positions such as managing director of the
Industrial Bank of Japan, Limited (now Mizuho Corporate Bank, Ltd.) and auditor of Nissan
Motor Co., Ltd.

There are no business relationships or other vested interests between the Company and

the external auditors.

The state of development of risk management system

As regards the risk management system, the Company set up a CSR Department that is in
charge of across-the-board supervision of (i) environmental responsiveness, (i) quality
assurance, (iii) compliance with the Pharmaceutical Affairs Law and relevant regulations, (iv)
ensuring product safety, and (v) corporate integrity and ethics, which are important issues for
Unicharm’s business activities, while seeking to drive home the company credo of “proper
corporate management” to all employees in order to integrate the maximization of customer
satisfaction and the strengthening of corporate competitiveness by striking a balance between
environmental and economic necessities. Also, if for some reason there occurs a crisis that
may affect the Company internally and/or externally, the Company will seek to contain any
damage by rapidly and accurately assessing the situation, and by communicating to affected
stakeholders in a timely and proper manner in order to fulfill the corporate social
responsibility, while concurrently preparing a crisis management communication manual,
delivering it to all divisions involved in operations to protect corporate value, and providing
pamphlets that includes guidelines, rules and environmental regulations that must be

followed by all regular employees and directors.
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(3) Directors’ compensation

Compensation to directors and auditors in the fiscal year under review is as follows.

Classification

Directors

Auditors

Total

Number of
personnel
receiving

compensation

Amount of
compensation
(millions of
yen)

Number of
personnel
receiving

compensation

Amount of
compensation
(millions of
yen)

Number of
personnel
receiving

compensation

Amount of
compensation
(millions of
yen)

Compensation based
on the articles of
incorporation or the
resolution of
shareholders’

326

43

369

mesting

(Note)

(4)

&)
1

2)

k)

4)

There are seven direclors and four auditors as of the end of fiscal year under review.

Compensation for Audit

<Compensation to Tomatsu, which is the Company’s accounting auditor>

Compensation based on operations specified in section 1, article 2 of Certified Public
Accountant Law: ¥67 million (of which the Company pays ¥40 million and consolidated
subsidiaries pay ¥27 miilion) .
Compensation other than the above: ¥7 million (of which the Company pays ¥1 million and

consolidated subsidiaries pay ¥5 million)
(Note) Compensation other than that mentioned sbove is compensation for professional advisory services

concerning evaluation of internal control over financial reporting.

Others )

The number of directors of the Company is set to be 10 at the maximum in its Articles of
[ncorporation.

In order to facilitate efficient capita! policies and dividend policies, the Company has set in
its Articles of Incorporation that matters such as dividends of retained eamings that are
specified in Paragraph 1, Article 459 of the Company Law shall be decided upon resolution
of the board of directors’ meeting, not upon resolution of the general meeting of shareholders,
unless otherwise stipulated by laws and regulations.

The Company has set in its Articles of Incorporation that election of directors shall be
decided at a meeting where shareholders with one-third or more of voting rights of
shareholders who can exercise voting rights are present upon vote of the majority of the
shareholders present. The Company has also set in its Articles of Incorporation that election
of directors shall not be decided by cumulative voting.

With a view to facilitating the operation of regular meetings of shareholders, the Company
has set in its Articles of Incorporation that special resolutions specified in Article 309,

Paragraph 2 of the Company Law shall be made at a meeting attended by shareholders who
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hold one-third or more of the voting rights of shareholders who can exercise voting rights by

votes of two-thirds or more of the voting rights of the shareholders present.
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Section 5 [Financial Standing]

L.

Method of Preparation of Consolidated Financial Statements and Financial Statements

(1

@)

The consolidated financial statements of the Company are prepared in accordance with the
Rules Concerning Terms, Forms and Methods of Preparation of Consolidated Financial
Statements (Ministry of Finance Qrdinance No. 28 of 1976; hereinafter referred to as “Rules
on Consolidated Financial Statements™).

The consolidated financial statements of the Company were prepared in accordance with the
pre-revision Rules on Consolidated Financial Statements up until the previous fiscal year
(from April 1, 2006 to March 31, 2007) and are prepared in accordance with the revised
Rules on Consolidated Financial Statements in the fiscal year under review (from April 1,
2007 to March 31, 2008).

The financiai statements of the Company are prepared in accordance with the Rules
Concerning Terms, Forms and Methods of Preparation of Financial Statements (Ministry of
Finance Ordinance No. 59 of 1963; hereinafter referred to as “Rules on Financial
Statemnents™).

The financial statements of the Company were prepared in accordance with the pre-revision
Rules on Financial Statements up until the previous fiscal year (from April 1, 2006 to March
31, 2007) and are prepared in accordance with the revised Rules on Financial Staternents the
fiscal year under review (from April 1, 2007 to March 31, 2008).

Audit Certification

The Company had Audit Corporation Tohmatsu audit consolidated financial statements covering
the previous consolidated fiscal year (April 1, 2006 through March 31, 2007) and the previous
fiscal year (April 1, 2006 through March 31, 2007) pursuant to the provisions of Article 193-2 of

Securities and Exchange Law, and the consolidated fiscal year under review (April 1, 2007
through Mar_ch 31, 2008) and the fiscal year under review (April 1, 2007 through March 31, 2008)

pursuant to the provisions of Article 193-2, Paragraph 1 of the Financial Instruments and

Exchange Law.
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1. [Consolidated Financial Statements, etc.]
(1) [Consolidated Financial Statements]
1} [Consolidated Balance Sheet)
{Amounts in Millions of Yen)
Previous Consolidated Consolidated Fiscal
Fiscal Year Year under Review
(as of March 31, 2007) {as of March 31, 2008)
Classification 1:;:? Amount Pm(;';‘ge Amount )
{Assets)
i Current assets
1 Cesh and depesits 65,471 86,850
2 Notes and accounts receivable *5 38,01 38,287
3 Marketable sccurities 13,112 6,906
4 laventorics 20,376 19,299
5 Deferred tax assets 2,638 3,524
6 Other current assets 3,049 2,964
Allowance for bad debts n (83)
Total current assets 142,588 53.1 157,751 57.3
II Fixed asscts
1 Tangible fixed assets *1
m SB&L‘::E: and other 25,204 25,298
2) Macfhinery, equipment and 45.490 45,582
vehicles
(3) Land *3 9,975 9,715
(4) Construction in progress 4,332 4,176
(5) Other tangible fixed assets 1,721 1,690
Total tangible fixed assets 86,725 322 86,463 314
2 Intangible fixed assets
(1) Goodwill 2,724 2,542
(2) Other intangible fixed assets 1,302 1,202
Total intangible fixed assets 4,027 1.5 3,745 1.4
3 Investments and other assets
(1) Investment securitics *2 29,604 20,360
(2) Deferred tax assets - 424
3) il:s\cf::ummn of deferred tax .3 292 293
(4) Other investments 5,768 6,661
Allowance for bad debts (173) (192)
Total investments and other 3542|132 27476 9.9
assets
Total fixed assets 126,175 46.9 117,684 42.7
Total Assets 268,763 100.0 275,435 100.0
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{Amounts in Millions of Yen)

Previous Consolidated Consolidated Fiscal
Fiscal Year Year under Review
(as of March 31, 2007) {as of March 31, 2008)
Classification }#:f' Amount h‘&“;"’ Amount P“E'::;’g'
(Liabilities)
1 Cuirent liabilities
1 Notes and accounts payable *5 32 38,481
2 Short-term bank loans 6,981 3,427
3 Accrued expenses 23,828 25,529
4 Accrued corporate income tax 3,047 6,696
5 Reserve for bonus payment 3,161 3,279
6 R'cscnfc for bonus payment to 191 .
directors
7 Other current liabilities 5,437 5,019
Total current liabilities 75,370 280 82,433 30,0
N1 Long-term liabilities
| Long-term debt 1,738 1,451
2 Deferred tax liabilities 4,742 2,514
3 Provision for severance benefits 6,285 6,105
4 Provision for Dircctors’ 1,198 ;
severance bonus
5 Other long-term liabilities 2,378 3,759
Total long-term liabilities 16,343 6.1 13,831 5.0
Total liabilitics 81,714 34.1 96,265 35.0
(Net Assets)
1 Shareholders’ equity
I Common stocks 15,992 15,992
2 Additional paid-in capital 18,590 18,590
3 Retained camings 140,547 154,331
4 Treasury stocks (23,119) (28,129
Total shareholders® equity 152,010 56.6 160,785 584
I Valuation and translation
adjustments, ete,
] Evgﬂgﬁo??;:ﬁ:zicuﬁtics 6.960 1,910
2 E:‘;;s es(!c:nssc.'i) on deferred 4 (45)
3 Lend revaluation difference *3 (324) (329)
4 :z'r:;'g:' :rllltrrency translation 2,513 75)
I;‘fﬂ‘;fiﬂfs"‘:::“" iranstation 9,155 34 1465 05
111 Minority interests 15,883 59 16,919 6.1
Total net assets 177,49 659 179,170 650
Total liabilities and net assets 268,763 100.0 275,435 100.0
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2) [Consolidated Statement of Income]

(Amounts in Millions of Yen)

Previous Consolidated

Consolidated Fiscal

Fiscal Year Year under Review
(April 1, 2006 -- March 31, 2007) | (April 1, 2007 — March 31, 2008)
Classification ?ﬁf Amount Pm&’;a” Amount P“(:‘";'g'
I Netsales 301,880 100.0 336,864 160.0
1 Cost of sales *2 173,238 57.4 196,130 58.2
Gross profit 128,641 42.6 140,734 41.8
HE Scliing, general and | 42 98,711 | 327 107,002 | 318
administrative expenses
Operating income 20,929 9.9 33,731 10.0
IV Non-operating income
1 Interest received 615 692
2 Dividends received 237 331
3 Gain_ on sale of marketable 55 15
securities
4 Subsidies received 184 356
5 Foreign currency gain or loss 338 -
6 Other non-operating income 466 1,897 0.7 585 2,021 0.6
V  Non-operating expenses
1 Interest paid 412 437
2 Sales discount 1,221 1,574
3 Foreign currency gain or loss - 1,239
4 Qther non-operating expenses 121 1,755 0.6 153 3,425 1.0
Ordinary income 30,01 10.0 32,327 3.6
VI Extraocrdinary profit -
1 Gain on sale of fixed assets *3 173 85
2 Sisﬁt;r; sale of investment 1 26
3 Gair? on sale of stock of } 131
affiliates
4 Gain on reversal of allowance 8 0
for bad debts
5 Gain on reversal of reserve for ) 174
bonus payment to Directors
6 Other extraordinary profit 9 225 0.1 - 398 0.1
VIl Extraordinary foss
1 Loss on disposal of fixed assets *4 792 779
2 Loss on e\!'gluation of 8 5
investment securities
3 Provision of reserve for - 250 .
employee severance benefits
4 Loss on changcs. ip equity of 16 27
consolidated subsidiary
5 Other extraordinary loss 150 1,218 0.5 20 832 0.2
Income before taxes and other
adjustments 29,078 2.6 31,893 9.5
ﬁ?\ﬁ)(;:::let tax a::acg[:?incss wjt.:’ 10,062 12,309
Adjustments on  corporate
o . et o 1,890 1 11,952 10 (20| 1238 3.7
bonority interests in - net 2067 | 06 2,827 0.8
Net income 15,058 5.0 16,683 5.0
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3) [Consolidated Statement of Changes in Shareholders’ Equity]
Previous Consolidated Fiscal Year (April 1, 2006 — March 31, 2007)

(Millions of yen)
Shareholders' equity
. : Total
Additional Retained
Common stocks o L . Treasury stocks shareholders”
ptid-in capital earnings cquity
Balance as of March 31, 2006 15,992 18,590 128,106 {17,105) 145,585
Chanpes during the
consolidated fiscal year
Payment of dividends {2,463) {2,463)
Net income 15,058 15,058
Directors’ bonus (149) {149
Acquisition of treasury
stocks {6,014) (6,014)
Reversal of land revaluation
difference {3) (5)
Changes (net amount) of
items other than
shareholders’ equity during
the consolidated fiscal year -
Total changes during the
consolidated fiscal year - - 12,440 {6,014) 6,425
Balance as of March 31, 2007 15,992 18,590 140,547 {23,119} 152,010
Valuation and translation adjustments, etc,
U"r.“l ized Gains . Foreign Tom.j Minority | Total net
gains on (losses) on Land currency valuation interests assels
available- d revaluation : and
eferred . translation .
for-sale hedzes difference adiustment translation
securities g ! adjustments
Balance as of March 31, 2006 6,289 - (330) (362) 5,596 14,304 165,486
Changes during the
consolidated fiscal year
Payment of dividends - {2,463)
Net income - 15,058
Directors’ bonpus - {149)
Acquisiion of treasury
stocks - {6,014)
Reversal of land revaluation
difference . - (5)
Changes (net- amount) of
itlems other than
sharcholders” equity during
the consolidated fiscal year 671 4 5 2,876 3,558 1,578 5,136
Total changes during the
consolidated fiscal year (73] 4 5 2,876 3,558 1,578 11,562
Balance as of March 31, 2007 6,960 4 {324) 2,513 9,155 15,883 177,049
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Consolidated Fiscal Year under Review (April 1, 2007 — March 31, 2008)

(Millions of yen)
Sharcholders’ equity
" . Total
Additional Retained '
Common stocks paid-in capital camings Treasury stocks shar;}:]cin:;ers
Balance as of March 31, 2007 15,092 18,590 140,547 (23,119) 152,010
Changes during the
consolidated fiscal year
Payment of dividends {2,899} (2,899)
Net income 16,683 16,683
Acquisition of  treasury
stocks (5,009) (5,009)
Changes {net amount)} of
items other than
sharcholders® equity during
+ the consolidated fiscal year -
Total changes during the
consolidated fiscal year - - 13,734 (5,009) 8,775
Balance as of March 31, 2008 15,992 18,550 154,331 (28,125} 160,785
Valuation and translation adjustments, eic.
Unric:shound Gains Land Foreign va'l];?zzlun Minority | Total net
b (losscs} on . currency interests assets
availabie- P revaluation ; and
eferred . transkation .
for-sale hedets difference adi ustment translation
securities & J adjustments
Balance as of March 31, 2007 6,960 4 (324) 2,513 9,155 15,883 177,049
Changes during the
consolidated fiscal year
Payment of dividends - (2,899}
Net income - 16,683
Acquisition of treasury
stocks - (5,009)
Changes (net amount) of
items other than
sharchalders’ equity during
the consolidated fiscal year (5,050) (49} - (2,58%) (7,689) 1,036 {6,653)
Total changes during the
consolidated fiscal year (5,050) (49} - (2,589) (7,689) 1,036 2,121
Balance as of March 31, 2008 1,910 (45) {324) {75} 1,465 16,319 179,170
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4) [Consolidated Statement of Cash Flows]

(Millions of Yen)
Previous Consolidated Fiscal Year [Consolidated Fiscal Year under Review;
(April 1, 2006 — March 31, 2007) (April 1, 2007 March 31, 2008)
Classification }:ﬁe Amount Amount
1 Cash flows from operating zctivitics
1 Income before tax and other
adjustments 29,078 31,893
2 Depreciation expense 13,134 15,022
3 Increase (Decrease) in allowance for
bad debts (395) 33
4 - Increase (decyease) in reserve for
cmployee severance bencfits 3 (i79)
5 Increase in reserve for directors” 62 .
scverance bonus
6 Reeeipt of interest and dividends (852) (1,024)
7 Payment of interest 412 457
8 Gain on sale of investment securities (33) (26}
9 Gain on sale of stock of affiliates - (131)
10 Loss on evaluation of investment 8 5
securities
11 Gain on sale of fixed assets (173) (65)
12 Less on disposal of fixed assets 792 779
13 (Increase) in trade receivables (4,851} (295)
14 (Increase} decrease in inventories (3,956) 1,076
15 Increase in trade payables 2,576 5,759
16 Increase in other current liabilitics 5,091 1,307
17 Other 365 {1,023)
Sub-total 41,629 53,589
18 Amount of interest and dividend
received 847 1,075
19 Amount of interest paid (410) (462)
20 Amount of corporate tax, etc, paid (13,708) {8,892)
Cash flows from operating activities 28,357 45,308
II Cash flows from investing activities
1 Expenditure on acquisition of
marketable securities (95,688} 711,207
2 Income frem sale and redemption of
marketable sccurities 99,421 9,328
3 Expenditure on acquisition of
tangible fixed assets (20,760} {17.049)
4 Income from sale of tangible fixed 567 151
assets
5 Expenditure on acquisition of
intangible fixed assets (546} Sl
6 Expenditure on acquisition of
investment securities @02 {2,629)
7 Income from sale and redemption of
investment securities 136 2,539
8 Expenditure on purchase of
subsidiaries’ stock accompanying (574} -
changes in the scope of consolidation
9 Expenditure on sale of subsidiaries’
stock accompanying changes in the - (76)
scope of consolidation
10 Income from sale of subsidiaries’
stock accompanying changes in the . 46
scope of consolidation
11 Qther 122 {673)
Cash flows from investing activities {20,328) (10,091}
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{Millions of Yen)

Previous Consolidated Fiscal Year
(April 1, 2006~ March 31, 2007)

Consolidated Fiscal Year under Review.
(April 1, 2007 — March 11, 2008)

Classification

Note
No.

Amount

Amount

I Cash flows from financing activities

| Net decrease in short-term bank loans {2,499) (3,774)
2 Income from incurrence of long-term 1177 305
debt '
3 Expenditure on repayment of
long-term debt (65) (126)
4 Expenditure on acquisition of
treasury stocks {6.014) (5.909)
5 Amount of dividends paid {2.461) {2,903)
6 Amount of dividends paid to minority
shareholders (931) (1,077
Cash flows from financing activilics (10,795) (12,585)
TV Cumency translation effect on cash and
cash equivalents 567 {763)
V Increase (decrease) in cash and cash
equivalents (2,1%9) (21,868)
V1 Amount of cash snd cash equivalents
outstanding a2 beginning of period 67.649 65,449
Vil Amount of cash and cash equivalents
outstanding &t end of period 65,449 87,317
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Important Maiters Affecting the Preparation of Consolidated Financial Statements

Previous Consolidated Fiscal Year
{April 1, 2006 — March 31, 2007)

Consolidated Fiscal Year under Review
(April 1, 2007~ March 31, 2008)

1. Matters related to the scope of consolidation

All 26 subsidiaries of the Company are consolidated. The
names of the main consolidated companies are pmitted because
they are tisted in “4, Affiliates™ under “Section | General Status
of the Company™.

The Company established the following company in the fiscal
year under review, tming it into a consotidated subsidiary.
Name of the company: UNI-CHARM (VIETNAM]} Co., Ltd.
Unicharm Products Co., Ltd,, & consolidated subsidiary of the
Company, acquired shares in the following company in the
fiscal year under review, tuming it into a consolidated
subsidiary.

Name of the company: Mieux Products Co., Ltd.

1. Matters related to the scope of consolidation
All 24 subsidiaries of the Company arc consolidated. The
narnes of the main consolidated companics are omitted because
they are listed in “4. Affiliates” under “Section 1 Genera) Status
of the Company”.
The following company became an affiliate, since the Company
sold part of shares it held in the company in the fiscal year
under review.
Name of the company: UBS Corporation
The following company was excluded from the scope of
consolidation, since the Company sold all shares it held in it in
the fiscal year onder revicw,
Name of company: Unicharm Eduo Corporation

2. Application of equity method

The equity method was applied to onc affiliate of the
Company.
Name of main affiliate; The Fun Co,, Lid,

2, Application of equity method

The cquity method was applied to two affiliates of the
Company.
Name of main affiliate: The Fun Co., Ltd, UBS Corporation

. Matters related to fiscal year, ete. of consolidated subsidiaries

Fiscal closing dates for consolidated subsidiaries and equity
method companies are the same as the fiscal closing date of
the Company except for the following:

The fiscal closing date for foreign subsidiaries (3 companies)
and domestic subsidiary (1 company} is December 31.

In preparing the consolidated financial statements, financial
statements as of the said date were used, and necessary
adjustments for consolidation purposes were made with
respect to any important transactions taking place between the
said date and the fiscal closing date,

3. Matiers related to fiscal year, etc. of consolidated subsidiaries
Fiscal closing dates for consolidated subsidiarics and equity
method companies are the same as the fiscal closing date of
the Company except for the following:

The fiscal closing date for foreign subsidiaries (9 companies)
and domestic subsidiary (1 company) is December 31,

In preparing the consolidated financial statements, financial
statements as of the said date were used, and necessary
adjustments for consolidation purposes were made with
respect to any important transactions taking place between the
said date and the fiscal closing date.

. Matters related to accounting standard

(1) Standard and method of valuation of important assets
1} Marketable sccurities
Held-te-maturity bonds
... Amortized cost method (straight-line method)
Other marketable securities
Marketable securities with fair market value
... Stated at market value based on fair market value, etc.
as of fiscal closing date
(Any valuation gain or loss to be reported in a
designated component of sharcholders’ equity; cost of
sale to be computed by the moving-average method)
Marketable securities without fair market value
... To be stated. at cost based on the moving-average
method -

4. Matters refated to accounting standard

(1} Standard and method of valuation of important asscts
1) Marketable securities

Held-to-maturity bonds

... Same as left

Other marketable securities

Marketable securities with fair market value

... Same as left

Marketable securities without fair market valve
... Same as left
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Previous Consolidated Fiscal Year
{April 1, 2006 — March 31, 2007)

Consolidated Fiscal Year under Review
(April 1, 2007— March 31, 2008)

2) Inventories
Products and merchandise
... Stated at cost based on the periodic average method
{for some of the consolidated subsidiaries, at
whichever is lower: cost or market value based on the
periodic average method)
Raw materials
... Staed at cost based on the moving-average method
{for some of the consolidated subsidiarics, at cost
based on the periodic average method)
Work in process
... Stated at cost based on the periodic average method
Supplies
... Stated at cost based on the periodic average method
3) Derivative transactions
... Stated at market valuc based on the market price, etc.
as of fiscal closing date

2) Inventories
Products and merchandise
... Same as Ieft

Raw materials
... Same as left

Work in process
... Same as left
Supplies
... Same as left

3) Derivative transactions
... Same as left

{2} Method of depreciation of important depreciable assets
1} Tangible fixed assets
... Mainly by declining-balence method, but straight-line
method applicable to buildings {excluding accessory
equipment) acquired on or after April I, 1998
Standard usefu! years are as follows:
Buildings and other structures:
2 - 60 years
Machinery, equipment and vehicles:
2-20 years

2) Intangible fixed asscts
... By straight-line method
Standard useful years are internally estimated useful life (5
years) for software (for internal use).
(3) Appropriation standard applicable to important provisions
1) Allowance for bad debts
... In order to provide for losses from bad debts, the Company
and its consolidated subsidiaries in Japan appropriate
estimated amounts based on actual bad debts with respect
to their general claims and estimated non-recoverable
amounts based on individual examinations of recoverability
of their specified claims including doubtfil receivables,
The overseas  consolidated  subsidiaries  appropriate
estimated unrecoverable amounts mainly with respect to
their specified claims.
2) Provision for employees’ bonus
... An amount corresponding to the fiscal year under review is
appropriated for the next payment of employses' bonus.
3) Provision for directors' bonuses
... To provide for payment of directors’ bonuses, the Company

(2) Mcthod of depreciation of important depreciable assets
1) Tangible fixed assets
.. Same es lefl

(Changes in accounting policies)

With the revision of the Corporation Tax Law, the
Company and its domestic consolidated subsidiaries
adopied the depreciation method based on the revised
Corporation Tax Law for tangible fixed asscts
acquired on or after April 1, 2007, cffective from the
fiscal year under review,  The effect of this change on
profit and loss is insignificant,

(Additional information)

Following the revision of the Corporation Tax Law,
with regard to assets acquired on or before March 31,
2007, the Company and its domestic consolidated
subsidiaries equally amortize, effective from the fiscal
year under review, the differcnce between the amount
equivalent to 5% of the acquisition value and the
reminder value over a period of five years, starting
from the following consolideted fiscal year of the
consolidated fiscal year when depreciation finished 1o
the depreciation limit.  The effect of this change on
profit end loss is insignificant

2) Intangible fixed asscts
... By straight-line method
Same as Jeft

(4) Appropriation standard applicable to important provisions

1) Allowance for bad debts
... Seme as left

2) Provision for employees’ bonus
... Same as left

k)| —
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appropriates the amount of bonus obligations as of the end
of the consolidated fiscal year under review, based on the
estimated amount of payment as of the end of the
consolidated fiscal year under review.
(Changes in accounting policies)
Effective from the consolidated fiscal year under review, the
Company and its domestic subsidiaries adopted “Accounting
Standard for Dircctors' Bonus™ {ASBJ Statement No. 4
issued on November 29, 2005). As a result, operating
income, ordinary income and income before taxes and other
adjustments decreased by ¥191 million each in comparison
with the amount calculated in accordance with the
conventional method.
The effect of this chenge on the segment information is
stated in the relevant section.

{Additional information)

Following a revision of the directors’ compensation system,
directors” bonuses are 1o be included in compensation and
the directors® bonuses set aside in the previous fiscal year
will not be paid. Therefore, reserve for bonus payment to
directors was reversed in the fiscal year under review and
gain on reversal of reserve for bonus payment to directors of
¥174 million is posted under extraordinary profit.
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Previous Consohidated Fiscal Year
{April 1, 2006 — March 31, 2007}

Consolidated Fiscal Year under Review
(April 1, 2007 — March 31, 2008)

4) Provision for employees’ severance benefits

.. Out of the estimated amount of pension obligations and
annuity assets as of the end of the fiscal year under review,
the amount that is assumed to have accrued as of the end of
the fiscal year under review is appropriated,
Past-work [iability is expensed on the pro-rata fixed
installment basis over a certain specific number of years (5
years) within the length of the remaining period of servics
of the employees at the time of accrual of the said
difference.
Any arithmetic difference is expensed on the pro-rata fixed
installment basis over a certain specific number of years
(10 years) within the length of the remaining period of
service of the employees at the time of accrual of such a
difference.

5} Provision for directors’ severance bonus

.. In order to provide for payment of directors’ severance
bonus, the Company and some of its consolidated
subsidiaries appropriate the necessary emount for payment
as of the end of the interim fiscal period under review in
accordance with the Rules on Directors’ Severance Bonus,

(4) Criteria for convesting important foreign
corrency-denominated assets and liabilities into Japanese Yen
Foreign cumency-denominated clatms and debts are converted
into Japanese Yen at the spot foreign exchange rate prevailing
on the fiscal closing date, and any conversion differences are
treated as gain or loss, The assets and liabilitics of overseas
subsidiaries, ¢tc. arc converted inte Japancse Yen at the spot
foreign exchange rate prevailing on the fiscal closing date;
their eamings and expenses are converted into Japanese Yen at
an average foreign exchange rate for the relevant period, and
the conversion difference is included in the accounts of
minority interests and  foreign  exchange translation
adjustments within net assets.

(5)Method of treating important Jease fransactions
The accounting treatment similar to the method epplied to
conventional leases is applied to financial leases other than
those where the ownership of the leased propertics is deemed
to transfer to the lessees.

(6) Important method of hedge accounting

1) Method of hedge accounting
Deferred ‘hedging is used. Designation of hedges is applied
to foreign cumency-denominated claims and debts carrying
exchange contracts.

2) Method and subject of hedging
Method of hedging
... Exchange centracts
Subject of hedging
... Scheduled foreign currency- denominated transactions

3

—

Hedging policy

As for exchange contracts methods, forcign exchange
fluctyation risks are hedged in accordance with “Risk
Management Policy on Derivative Transactions,” an in-house
hedging regulation of the Company.

Method of assessing effectiveness of hedging

Judgment as to the effectiveness of hedging is omitied, as it is
assumed that the principal amount of the hedging method
and the important terms concerning the hedge are identical,
and foreign exchange or cash flow fluctuations will be fully
offiset at the time of commencement of hedging and

4

L)

4) Provision for employees’ severance benefits
... Same as left.

(Additiona! information)
The Company and some of its consolidated subsidiaries
decided to pay directors’ severance bonus following the
abolition of the system of directors’ severence bonus, and
reversed the whole amount of provision for directors’
severance bonus in the fiscal year under review. Severance
bonus payable of ¥1,131 million is included in “Other
long-term liabilities” under Long-term liabilities. '
{4) Criteria for converting important foreign
currency-denominated assets and liabilities into Japanese Yen
Same as left

(5) Method of treating important lease transactions
Same as left

(6) Important method of hedge accounting
1) Method of hedge accounting
Same as left

2) Method and subject of hedging
Method of hedging
... Exchange contracts and currency swaps
Currency options
Subject of hedging
... Same as left
3} Hedging policy
...Foreign exchange fluctuation risks are hedged in accordance
with “Risk Management Policy on Derivative Transactions,”
an in-house hedging regulation of the Company.

4) Method of assessing effectiveness of hedging
Same as left
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continuously thereafier,
(7)Other important matters for preparation of consolidated | {7)Other important maters for preparation of consolidated
financial statements financial staternents
Accounting treatment of Consumption Tax, ete, Accounting treatment of Consumption Tax, etc.
For accounting purposes, emounts on the interim consolidated Same as left
financial statements are reported net of Consumption Tax and
Local Consumption Tax.
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Previous Consolidated Fiscal Year
(April 1, 2006 ~ March 31, 2007}

Consolidated Fiscal Year under Review
(April 1, 2007 - March 31, 2008)

5 Matters related to valuation of asscts and liabilities of
consolidated subsidiarics
Assets and liabilities of consolidated subsidiaries are evaltuated
in accordance with mark-to-market method.

5 Matters related to valnation of assets and lisbilities of
consolidated subsidiaries
Same as left

6 Matters related to the amortization of goodwill
For important items in the goodwill, the Company estimates
the periods over which investment effects are identified on an
individual basis and amortizes them evenly within 20 years of
the date of their occurrence.  Other items are amortized on
the date of their occurrence.

6 Matters related to the amortization of goodwill and negative
goodwiil

For important items in the goodwill and negative goodwill, the
Company estimates the periods over which investment effects
are idzntified on an individual basis and amortizes them evenly
within 20 years of the date of their oecurrence.  Other items
are amortized on the date of their oceurrence.

7 Scope of funds in the interim consolidated statement of cash
flows
The funds consist of cash on hand, demand deposits and highly
liquid shori-term investments with maturities of three months
or less, readily convertible into cash, and carry extremely low
price-fluctuation risks.

7 Scope of funds in the consolidated statement of cash fiows
Same as left

(Changes in Accounting Treatment)

Previous Consolidated Fiscal Year
{April 1, 2006 — March 31 2007)

Consolidated Fiscal Year under Review
{Aprl 1, 2007 — March 31, 2008)

(Accounting standards for the presentation of nct assets in the
balance sheet)

Effective from the consolidated fiscal year under review, the
Company adopted “Accounting Standard for Presentation of Net
Assets in the Batance Sheet” (ASBJ Statément No, 5 issued on
December 9, 2005 and ASBI Guidance No. 8 issued on December
9, 2005.)

The above change has had no influence on profit and loss.

The amount of what was previously presented as “Sharcholders’
Equity™ was ¥161,161 million.

Because of the amendment of Rules on Consolidated Financial
Statements, the Company prepared the presentation of net asszts
in the balance sheet as of March 31, 2007, based on the amended
Rules on Consolidated Financial Statements.

(Change in Method of Presentation)

Previous Consolidated Fiscal Year
{Aptil 1, 2006 - March 31, 2007y

Consolidated Fiscal Year under Review
{April 1, 2007 - March 31, 2008)

(Consolidated Balance Sheet)

Effective from the consolidated fiscal year under review,
consolidation adjustment account and business right are presented
as “Goodwill,” based on the amended Financial Staternents
Regulations. During the previous consolidated fiscal year,
business rights of ¥234 million were posted in “Other intangible
fixed asset™ for an intangible fixed asset in the consolidated
balance sheeL,
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Notes

{Consolidated Balance Sheet) {Amounts in Notes | through 5 and 7 Expressed in Millions of Yen)
Previous Consolidated Fiscal Year Consolidated Fiscal Year under Review
(2s of March 31, 2007) (s of March 31, 2008)
*1 Accumvlated deprecietion of tangible fixed assets: *1 Accumulated depreciation of tangible fixed assets:
: 123,280 133,169
*2 Pledged assets relating to affiliztes arc as follows: *2 Pledged assets relating to afTiliates are as follows:
Investment securities (equities): 87 Investment sccritics (equities); 105

*3 The Company revaluated its business-use land in accordance with
the “Law Conceming Revaluation of Land {Law No. 34 enforced
on March 31, 1998)” and the “Law to partially modify the Law
Conceming Revaluation of Land (modified on March 31, 2001)".
Tax on the revaluation difference is included in the Assets as
deferred  assets concerning revalustion, and the amount of
revaluation difference minus revaluation-related deferred tax is
included in net assets ns the revaluation difference.

Method of revaluation
Revaluation is based on the appraisal value as specified in Clause
5, Anicle 2 of the “Enforcement Regulations on the Law
Concerning Revaluation of Land™ (Ordinance No. 119 enforced
on March 31, 1998).

Date of revaluation; March 31, 2001

The difference between the market value of the revaluated

business-use land a1t the ycarend and its book value after

revaluation: (441)

4 Guarantee obligations
The Company’s guarantee obligations against borrowings of
non-consolidated companies from financial institutions are as
follows:

Clean Plaza Co-op: 104

*5 Bills at maturity on the end of the consolidated fiscal year are

accounted assuming they are settled on the date of maturity.
Ag the end of the consolidated fiscal year under review was a bank
" holiday, the following bills at maturity on the end of the
consolidated fiscal year are excluded from the balance es of the end
of the consolidated fiscal year under review:
Notes receivable 149
Notes payable 427

*3 The Company rcvaluated its business-use land in accordance with

the “Law Concerning Revaiuation of Lend (Law No. 34 enforced
on March 31, 1998)" and the “Law to partially modify the Law
Concerning Revaluation of Land (modified on March 31, 200))".
Tax on the revaluation difference is included in the Assets as
deferred  mssets conceming revaluation, and the amownt of
revaluation difference minus revaluation-related deferred tax is
included in net assets as the revaluation difference.
Method of revaluation
Revaluation is based on the appraisal value as specified in Clanse
5, Article 2 of the “Enforcement Regulations on the Law
Concerning Revaluation of Land™ (Ordinance No. 119 enforced
on March 31, 1998).
Daze of revaluation: March 31, 2001
The difference between the market value of the revaluated
business-use land at the year-end and its book valuc afier
revaluation: (516)
Guarantes obligations
The Compeny's puarantes obligations against borrowings of
non-consolidated companies from financial institutions are as
follows:
Ciean Plaza Co-op: 34
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°

{Consolidated Statement of income)

(Mitlions of Yen)

Previous Consolidated Fiscal Year
(April 1, 2006 — March 31, 2007)

Consolidated Fiscal Year under Review
{April 1, 2007 — March 31, 2008)

*] Breakdown of main items in selling, gencral and
administrative expenses

Sales-related transportation expense 17.279
Sales promotion expense 31,734
Advertising expense 10.116
Employess" salaries and bonus 10.876
Amount newly catcgorized as provision for
employers’ bonus 1307
Amount newly categorized as provision for
bonus to directors 191
Amount newty categorized as provision for
severance benefits 938
Amount newly categorized as provision for
directors’ severance bonus 64
Depreciation expense 1,281

*2 Research end development expenses included in seliing,
general and administrative expenses and manufacturing costs
incurred in the fisca! year under review were ¥4,331 million.

*3 Breakdown of main items in gain on sale of fixed assets

Buildings and other structures 157
Machinery, equipment and vehicles 12
Land 4

*4 Breakdown of main itens in Joss on disposal of fixed assets
Loss on disposal of fixed assets s

Buildings and other structures 52
Machinery, equipment and vehicles 475
Removal expense 28
Other 58

Loss on sales of fixed assets

" Buildings and other structures 1
Machinery, equipment and vebicles 39
Land 134

*5 Provision for accrued retirement benefits for employees
United Charm Co., Ltd. changed its retirement benefit system
as of the end of the consolidated fiscal year under review and
posted provision for accrued retirement benefit for previous
year of ¥250 million.

*| Breakdown of main ifems in sclling, general and
administrative expenses

Sales-related transporiation expense 17.977
Sales promotion expense 37,280
Advcmsmg cxXpense 10518
Employces’ salaries and bonus 11276
Amoun! newly categorized as provision for

employees’ bonus 1,474
Amount newly categorized as provision for

severance benefits 825

Depreciation expense 1,612

*2 Research and development expenses included in selling,
general and administrative expenses and manufacturing costs
incurred in the fiscal year under review were ¥4, 504 million.

*3 Breakdown of main items in gain on sale of fixed assets

Machinery, equipment and vehicles 27
Land 37
Other 1

*4 Breakdown of main items in loss on disposal of fixed assets
Loss on disposal of fixed assets

Buildings and other structures AT
Machinery, equipment and vehicles 577
Removal expense 90
Other 37
Loss on sales of fixed assets
Machinery, equipment and vehicles B
Land 18
Other 0
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(Items related to the Consolidated Statements of Shareholders’ Equity)

Previous Consolidated Fiscal Year (April 1, 2006 — March 31, 2007)

1. Items related to outstanding shares and treasury stocks {Unit: Shares)
Ba]a;c:;;::;&:d of . Balance at the End of
Type of shares . ; Increase Decrease the Consolidated Fiscal
Consolidated Fiscal Year under Review
Year
Qutstanding shares
Common stocks 68,981,591 - - 68,981,591
Treasury stocks
Common stocks 3,611,190 945,185 - 4,556,375
(Outline of reasons for the change) :
Main items of the increase are as follows:
1. Increase from acquisition of odd-lot shares: 2,185 shares
2. Increase from purchase of treasury stocks: 943,000 shares
2. ltems related to dividend
(1) Dividends paid
Total ampunt of L
Resolution Type of shares dividends 2:;??3;;' Record date Effective date
{Millions of yen)
Regular Mesting
o pareholders | Common stock 1,045 16 { March31,2006 | June 29, 2006
June 29, 2006 '
Board Meeting
September 30, December 8,
held on Common stock 1,417 22 2006 2006

COctober 27, 2006

(2) Dividends for which record date falls in the consolidated fiscal under review but for which
effective date comes after the consolidated fiscal year

" Fiscal Total amount
Resolution . Type of resource of of dividends | Dividend per Record date | Effective date
shares e {Millions of share (Yen}

dividends yen)
Board Meeting .
held on gg’c‘;(m“ Retained 1,417 22 | Merth 3N june 11, 2007
May 28, 2007 &
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Consolidated Fiscal Year under Review (April 1, 2007 — March 31, 2008)

1. Items related to outstanding shares and treasury stocks (Unit: Shares)
Balmt;lc:;:clil;f:d of Balance at the End of
Type of shares . . Increase Decrease the Consolidated Fiscal
Consolidated Fiscal Year under Revicw
Year
Outstanding shares .
Common stocks 68,681,591 - - 68,981,591
Treasury stocks
Common stocks 4,556,375 691,928 - 5,248,303
(Outline of reasons for the change)
Main items of the increase are as follows:
1. Increase from acquisition of odd-lot shares: 1,328 shares
2. Increase from purchase of treasury stocks: 690,600 shares
2. Items related to dividend
{1} Dividends paid
Total amount of Dividend per
Resolution Type of shares dividends share {Y:l:) Record date Effective date
(Millions of yen)
Regular Mecting
gilfjh;‘;‘h"‘dm Common stock 1,417 22 | March 31,2007 | June 11,2007
May 28, 2007
Board Meeting
held on Common stock 1,481 23 Scpt;r;ob;r 30, Dm;gg;r 10,
Qctober 31, 2007

(2) Dividends for which record date falls in the consolidated fiscal under review but for which
effective date comes after the consolidated fiscal year

Fiscal | Lotlamount |
Resolution Type of resource of qu“':'dmds Dividend per Record date | Effective date
shares L {Millions of share (Yen)
dividends
yen)

Board Meeting .

held o Common | Retained 1,465 23 | M3l June 9, 2008
May 26, 2008 &

-82-




(Consolidated Statement of Cash Flows)

(Millions of Yen)

Previous Consolidated Fiscal Year
(April 1, 2006 — March 31, 2007}

Consolidated Fiscal Year under Review
{April 1, 2007 — March 31, 2008)

1

Relationship between the amount of cash end cash equivalents
outstanding as of the end of the period and consolidated
balance sheet items:

Cash and deposits . 65,471
Marketable sceurities 13,112
Total 78,583
Term deposils with terms exceeding three 1
months

Stocks and beneficirry certificates of securities 13182
investment trust '
Cash and cash equivalents 65,449

1. Relationship between the amount of cash and cash equivalents
outstanding as of the end of the period and consolidated
balance sheet items:

Cash end deposits 86,850
Marketable securities 6,906
Total 93,757
Term deposits with terms exceeding three

643
months
Stocks end beneficiary certificates of securities 5795
investment trust '
Cash and cash cquivalents 87317
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({Lease Transactions)

(Millions of Yen)

Previous Consolidated Fiscal Year
{April 1, 2006 — March 31, 2007)

Consolidated Fiscal Year under Review
(April 1, 2007 - March 31, 2008)

1 Financial lease fransactions other than those where the
ownership of leased propenties is deemed to transfer 1o the
lessees

1} Amount equivalent to acquisition cost of leased properties,
amount equivalent to accumulated depreciation and amount
cquivalent 1o amount outstanding as of the end of period

Machinery,
cquipment,
vehicles, ete,
Amount equivalent to cost of acquiring 124
Amount  cquivalent to  accumulated
depreciation
81
Amount equivalent to amoun! outstanding as
of the end of fiscal year 243

Wote The amiount equivalent to the acquisition cost is
computed inclusive of interest payable, as the amount of
uneamed leasing fees outstanding as of the end of the
period represents a small portion of the amount of
tengible fixed assets as of the end of the said period.

Amount equivalent to uncarned leasing fees as of the end of

the period:

One year or less

p3

—

93
Over one year 150
Tota! 243

Note The amount equivalent to uncarned leasing fees is
computed inclusive of interest payable, es the amount of
uneamed leasing fees outstanding as of the end of the
period represents a small portion of the amount of
tangible fixed assets as of the end of the said period.

3) Leasing fees payable and the amount cquivalent to
depreciation expense
Leasing fees payable 129

{Amount equivalent to depreciation expense)

4) Method of computation of amount equivalent to depreciation
expense
Depreciated on the basis of the straight-line method over the
useful years matching the lease period with a residual value of
zero at the end of the lease period

2 Opereting lease transactions

Unearned leasing fees

One year or less 2
Over one year -
Total 2

1 Financial lease transactions other than those where the.
ownership of leased properties is dezmed to transfer to the
lessees

1) Amount equivelent to acquisition cost of leased properties,
amount equivalent to accumulated depreciation and amount
cquivaient to amount outstanding as of the end of period

Machinery,
cquipment,
vehicles, etc.
Amount equivalent to cost of acquiring 37
Amount  equivalent 1o  eccumulated
depreciation 195
Amount cquivaleni to amount outstanding as
of the end of fiscal year 176

Note Same as left

2) Amount equivalent to unearned leasing fees as of the end of
the period:

One year or less 100
Over one year 75
Total 176

Note Same as left

3) Leasing fees payable and the amount
depreciation expense

cquivalent to

Leasing fees payable 107

(Amount equivalent to depreciation expense)

4) Method of computation of amount equivalent to depreciation

expense
Same as left.
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(Marketable Securities)
As of End of Previous Consolidated Fiscal Year
1. Held-to-maturity bonds with market value (March 31, 2007)

{Millions of Yen)

Amount reported on
consolidated batance Market value Difference
sheet

Bonds which  have
market value that does Bonds 2,000 1,912 (87
not excesd the amount
reported on the
consolidated  batance Sub Total 2,000 1,912 {87}
sheet

Total 2,000 1,912 87
2. Other marketable securities with market value (March 31, 2007) (Millions of Yen)

Amount reporicd on
Acguisition cost consolidated balance Difference
shect
Other marketable 1) Stocks 5,400 18,233 12,832
securities  for  which
amounts reported on the 2) Bonds 1,000 1,001 i
consolidated  balance
sheet  exceed  the 3) Other 2,296 2,296 0
acquisition costs Sub Total 8,697 21,531 12,834
Other marketable
iies  for  which 1) Stocks 33 75 &)

amounts reporied on the
consofidated  balance 2} Bonds 9,928 8,865 (1,062)
shest do mot exceed the
scquisition costs Sub Total 10,011 8,941 (1,070)

Total 18,709 30,473 11,763

3. Other marketable securities sold-off in the consolidated fiscal year under review (from April 1,

2006 to March 31, 2007) {Millions of Yen)
Proceeds Totat gains on sale Total losses on sale

Stocks 133 33 -

Other 6,016 55 -

Total 6,149 B8 -

{Note) Besides the above, the Company reported a gain on sale of investment securities of ¥0 million and loss on

sale of investment securitics of ¥9 million.

partnership in which the Company has a stake.
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4., Major marketable securities not valued at market and amounts reported on the consolidated
balance sheet (excluding 1 above) (as of March 31, 2007)

(Millions of Yen)

Amount reported on consolidated balance shezt

Held-te-maturity bonds
Commercial paper
Other marketable securities
Preferred stocks
Unlisted stocks
Other

6,797

3,000
274

83

5. Other marketable securities with maturities and prospective amounts of redemption for bonds held

to maturity (as of March 31, 2007}

{Millions of Yen)

Due within one Pue afier one and Due after five and
Due after ten years
year -up to five years up to ten years
Held-to-maturity bonds

Bonds . . 2,000
Commerciat paper 6797 _ i}

Other marketable securities
Bonds 407 1,907 3,942
Other 2,206 - -
Total 13,112 1,907 5,942
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As of End of Consolidated Fiscal Year under Review
1. Held-to-maturity bonds with market value (March 31, 2008)

(Millions of Yen)

Amount reported on
consolidated balance Market value Difference
sheet
Bends  which  have
market value that docs Corporate bonds 2,000 1,871 {128)
not exceed the amount
reported on the
consolidated  balance Sub Total 2,000 1,871 (128)
sheet
Total 2,000 1,871 (128)

2. Othqr marketable securities with market value (March 31, 2008)

(Millions of Yen)

Amount reported on
Acquisition cost consolidated balance Difference
shect
COther marketable
secutities for  which | StockS 2,475 8,732 6,257
amounts reported on the
consolidated balance
sheet exceed the Sub Total
acquisition costs 2,475 8,732 6,257
Other marketable | 1) Stocks 5310 3,180 (2,130)
securities  for  which 7} Bond
amounts reported on the | 2) Bonds 6.894 6,010 (884)
consolidated balance 3} Oth
sheet do not exceed the | 5) Other 1,804 1,793 (10)
acquisition costs
Sub Total 14,009 10,984 (3,025)
Total 16,484 19,717 3,232

(Notes) 1. “Acquisition cost” in the table shows the book value after impairment of fixed assets.  The Company

carried out impairment of fixed assets and recorded loss on evaluation of investment securities of ¥5 million in the

fiscal year under review.

2. When the market value of individual issues declines 50% ot more compared with the acquisition cost,

impairment of securities is carried out, in principle.

When the market vatue declines by around 30% to 50%,

impairment of securities is carried out for the amount deemed to be necessary after comprehensively judging

recoverability and other factors by individual issue.

3. Other marketable securities sold-off in the consolidated fiscal year under review (from April 1,
2007 to March 31, 2008}

(Millions of Yen)

Proceeds Total gains on sale Total losses on sale
Stocks 59 26 0
Other 6,017 15 ]
Total 6,077 41 0

{Note) Besides the above, the Company reported a gain on sale of investment securities of ¥2 million and loss on

sale of investment securitics of ¥17 million,

partnership in which the Company has a stake.
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4. Major marketable securities not valued at market and amounts reported on the consolidated
balance sheet (excluding 1 above) (as of March 31, 2008)

{Millions of Yen)

Amount reported on consolidated balance sheet

Held-to-maturity bonds
Commercial paper
Other merketable securities
Preferred stocks
Unlisted stocks
Other

1,000
273
1,170

5. Other marketable securities with maturities and prospective amounts of redemption for bonds held

to maturity (as of March 31, 2008)

(Millions of Yen)

year

Due within one

Due after one and
up 1o five years

Due after five and
up to ten years

Due after ten years

Held-to-maturity bonds

Bonds . - 2,000
Commercial paper 2,998 - .

Qther marketable securities
Bonds 1,003 886 4,121
Other 1,793 - -
Total 5,795 886 6,121

-R8 -




(Derivative Transactions)

1 Mat_ters related to transaction condition

Previous Consolidated Fiscal Year
{April 1, 2006 — March 31, 2007}

Consolidated Fiscal Year under Review
(April 1, 2007 — March 31, 2008)

(1} Details of transactions

The Company and its consolidated subsidiaries use forward
exchange contracts for currency related tramsactions. The
Compeny’s bond transactions include integrated financial
instruments incorporating derivatives,
The Unicharm Groop carries out hedging accounting using
derivative transactions.

1) Method and subject of hedging
Method of hedging
... Exchanpe contracts
Subject of hedging
... Scheduled foreign currency-denominated transactions

2) Hedging policy

As for exchange contracts and cumency options methods,
foreign exchange fluctuation risks are hedged in accordance
with “Risk Management Policy on Derivative Transactions,™
an in-house hedging regulation of the Company.

3) Method of assessing effectiveness of hedging

Judgment as to the effectiveness of hedging is omitted, as it is
assumed that the principal amount of the hedging methed and
the importent terms concemning the hedge are identical, and
foreign exchange or cash flow fluctuations will be fully offset
at the time of commencement of hedging and continuously
thercaiter,

(2) Undertaking policy
The Company uses derivative transactions basically within the
limits of outstanding batance of foreign currency-denominated
monetary obligation and within the scope necessary based on
actual imports conceming normal foreign
currency-denominated business transactions.
The Company uses integrated financial instruments
incorporating derivatives within the limit of excess funds.
Moreover, we do not use derivative transactions for
speculative purposes.

(3) Purpose of using derivative transactions
The Unicharm Group uses foreign exchange contracts, eic., for

the purpose of avoiding exchange-rate fluctuations conceming

trade liability within the limit of normal transactions. The
Company uses integrated financial instruments incorporating

derivatives for the purpose of efficient management of

mid-and long-term excess funds.

(1) Details of transactions
Same as left

1) Method and subject of hedging
Method of hedging
... Exchange cantracts and currency swaps
Currency options
Subject of hedging
... Same as left
2) Hedging policy
Same as left

3) Method of assessing effectiveness of hedging
Same as left

(2) Undertaking policy
Same as left

(3) Purpose of using derivative transactions
Same as left
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Previous Consolidated Fiscal Year
{April 1, 2006 — March 31, 2007}

Consolidated Fiscal Year under Review
(April 1, 2007 — March 31, 2008)

(4) Details of transaction risks
The market risk of derivative transactions, which the Company
uses for hedging pwrposes, is reduced by gains and losses
generated by assets and liabilities that are the target of
hedging. Credit swaps involves risks such as bankruptcics of
reference  companies, defaults of underlying bonds and
insolvencies of swap counterpartics, and asset swaps are
exposed to risks such as defaults of underlying bonds, future
interest changes e&nd insolvencies of swap counterpartics.
Note, however, that the Company only uses intcgrated
financial instruments thet include bonds and underlying bonds
of reference companics with high credil mtings. In the
meantime, the Company limits transactions with financial
institutions to those that have high credit ratings, in order to
avoid as far as possible the eredit risk incurred by any breach
of contracts by the counterparties.

(5) Risk management system conceming transactions
The basic policy of derivative transactions of the Unicharm
Group is determined at the Board of Directors’ Mesting, and
the accounting departments of cach group company are in
charge of execution and management of transactions.
The Company judges the pros and cons of the acquisition of
integrated financial instruments in accordance with Semlement
Authorities Regulation on 2 case-by-case basis, and the
accounting department is in charge of executing and managing
transactions.

(4) Details of transaction risks
Same as left

(5) Risk management system concerning transactions
Same as left
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2. Matters related to market value of transaction

Contract amounts, market value and profit and loss on valuation {MiHions of Yen)
Previeus Consolidated Fiscal Year Consolidated Fisca) Year under Review
(As of March 31, 2007) (As of March 31, 2008)
Type Puni;n ::f Profit P:;:g:c c:f Profit
Contract | o0 act Market and loss | Contract amount Muarket and loss
amount w'} value on amount exceedin value on
exceeding vatuation B valuation
QnE year One year

Non-market transactions

Credit defanit swaps 4,000 4,000 10 10 - - - -
Exchange contract
transaction
Long position
Yen 669 - 669 ] - - - -
Total 4,669 4,000 679 10 - - - -
(Notes) 1. Method of computing market value

Credit defanlt swaps - Based on price indicated by financial institutions involved in trade
Exchange contract transaction - Based on price indicated by financial institutions involved in trade

2. Excludes derivative transactions to which hedge accounting is applied, as they are outside the scope of
disclosure.

3. Credit default swaps represent derivatives incorporating integrated financial instruments.

4, Contract amounts of credit default swaps represent face value of bonds representing integrated financial
instruments, while their market value is that of credit defeult swaps. The contract amounts
themselves do not represent the amount of risk associated with the derivative transactions.

5. The Company plans to use exchange contract transactions for seftling export transactions with overseas
consolidated subsidiarizes.
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(Severance Benefit)

Previous Consolidated Fiscal Year
(April 1,2006 — March 31, 2007)

Consolidated Fiscal Year under Review
{April 1, 2007 ~ March 31, 2008)

1. Outline of the severance benefit plan adopted

The Company and its domestic subsidiaries infroduced a
defined-benefit corporate pension fund  program  and
termination allowance plan as a defined-benefit pension
program. In the meantime, the Company and its domestic
subsidiarics may provide & special severance package that will
be processed as retirement benefit cxpenses, etc. when the
relevant benefits are conferred upon employee retirement,

2, Matters retated to retirement benefit obligations
(Millions of Yen)

1. Retirement benefit obligations (20,823)
2. Pension assets 12413
3, Unfunded severance benefit obligations (1 +2) (3,409)
4. Unrecognized past service liabilities 334
5. Unrecognjzed actuarial difference 642
6. Provision for severance benefits {6,285)
7. Prepaid pension costs 3,852

3. Marters related to retirement benefit costs

(Milions of Yen)
1, Service costs 1457
2. Intesest expenses 385
3. Matters related to other retirement benefit costs
Past service liabilitics expensed 403
Actuarial difference expensed 240
Expecied rete of return (457
4. Severance benefit costs 2,030

4. Matters related to basic calculation of severance benefit
obligations
1. Discount rate: Set by the retirment benefit system in
accordance with the average period up to the expected
payment date of retirement benefit. 2.0%
2. Expected rate of retum 0%
3. Method of periodic allocation for estimated severance
benefits
Fixed for the term
4. ltems related to the basics of calculation of other retirement

pay obligations.
Amortization years of past service Habilities 5 years
Amortization years of actnarial difference 10 years

1, Qutline of the severance benefit plan adopted
Same as left

2. Matters related to retirement benefif obligations
(Millions of Yen)

). Retirement benefit obligations {21,463)
2, Pension assets 16,308
3. Unfunded severance benefit obligations (1 + 2) (5,154)
4. Unrecognized past service liabilities 190
5, Unrecognized actuarial difference 3,770
6. Provision for severance benefits * (6,105)
7. Prepaid pension costs 4,912

3. Matters related to retirement benefit costs

(Millions of Yen}

1. Service costs . 1467

2. Interest expenses 416
3. Matiers related to other retirement benefit costs

Past service liabilities expensed 143

Actuarial difference expensed 26]

te of retumn (522}

4. Severance benefit costs 1,765

4. Matters related to basic calculstion of severance benefit
obligations
"I Discount rate: Set by the retirement benefit system in
accordance with the averape period up to the expetied
payment date of retirement benefit. 2.0%
2. Expected rate of retumn 0%
3. Method of periodic allocation for estimated severance
benefits
Fixed for the term
4. Items related to the basics of calculation of other retirement
pay obligations.
Amortization years of past service liabilities 5 years
Amontization years of actuarial difference 10 years
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(Tax Effect Accounting)
Previous Consolidated Fiscal Year Consolidated Fiscal Year under Review
(As of March 31, 2007) (As of March 31, 2008)

1. Breakdown of deferred tax assets and liabilities according to
primary reason for accrual

(Deferred tax assets) (Millions of Yen)
1) Curtent assets
Accrued business tax 516
Reserve for bonus payment 1,144
Unrealized profit 78
Sales promotion account payable 503
Other —421
Total 2,664
2) Fixed assets
Investment securities . 1,060
Provision for severance benefits 2,267
Provision for Directors’ severance bonus 487
Allowance for bad debts 65
Impairment loss 167
Operating loss for tax purposes 13
Cther __ 830
Total 5,013
Valuation reserve _ {208)
Total deferred tax assets 7469
(Deferred tax liabilities) (Millions of Yen)
1) Current liabilitics
Gther 5
Total ()]
2) Fixed liabilities
Eamed surplus (2,314)
Unrealized gains on available-for-sale securitics (4,787)
Prepeid pension expenses {1,578)
Other (886)
Total deferred tax liabilities (Fixed linbilities) 9.567)
Tota! deferred tax liabilities @i
Net deferred tax assets (or liabilities)
Deferred tax assets (Current) 2,638
Deferred tax lisbilities (Fixed) (4,742)

(Deferred tax assets related to revaluation)  (Millions of Yen)
Land 222

2. Breakdown of the difference between the statutary effective
tax rate and the applicable corporate tax rate after the
adoption of the tax effect accounting by main item of reason

For consolidated fiscal year under review, as difference
between the statutory cffective raic and the applicable
corporate tax rate afler the adoption of tax effect accounting
is below 5% of the statutory cffective tax rate, notes are
omitted.

1. Breakdown of deferred tax assets and lisbilities according to
primary reason for sccrual

(Deferred tax assets) . (Millions of Yen)
1} Current assets

Accrued business tax 513

Reserve for bonus payment 1,149

Unrealized profit 136

Sales promotion account payable 1,174

Other 553

Total 3,527
2) Fixed assets

Investment securities 1,060

Provision for severance benefits 2217

Long-term accounts payable 460

Allowance for bad debts 76

Impairment loss 137

Operating loss for tax purposes 158

Qther 153

Subtotal 4,264

Valuation reserve (338}

Tota)

Tota) deferred tax assets 7,453
(Deferred tax ligbilities) {Millions of Yen)
1) Current liabilities

Other 23

Total [rd)
2} Fixed liabilities

Earned surplus (2,668)

Unrealized gains on available-for-sale securities {1320)

Prepaid pension expenses {1,999)

Other 29

Total deferred tax liabilities (Fixed liabilities) (6,016)

Total deferred tax liabilitics
Amounts of deferred tax assets and deferred tax liabilities

presenied on the balance sheet

Deferred tax assets (Current) 3,524
Deferred tax assets (Fixed} 424
Dieferred tax liabilitics (Fixed) (2,514)

(Deferred tax assets related to revaluation}  (Millions of Yen)
Land 2

2. Breakdown of the difference between the statutory effective
tax rate and the applicable corporzie tax rate afier the
adoption of the tax effect accounting by main item of reason

Same as left
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(Matters Related to Stock Options)
Previous Consolidated Fiscal Year (April 1, 2006 — March 31, 2007)

Details, size and changes in stock options

(1) Details of stock options
Company name Unicharm Corporation Unicharm Corporation
Date of resolution June 27, 2003 June 29, 2004
Director and Corporate  Auditer of the | Director and Corporate Auditor of the
Company: 9 Company: 10
Director and Corporate  Auditor of | Direcior and Corporate  Auditor  of

Category and number
of grantees (persons)

subsidiaries of the Company: &

Employees of the Company: 1,066
Employees of subsidiarics of the Company:
737

Others (Note 1): 77

subsidiaries of the Company: 2

Employees of the Company: 1,202
Employees of subsidiaries of the Company:
1,232

Others (Note 1): 86

Type of shares and
number of stock Common stocks: 533,600 Common stocks: 692,100
options to be granted
(shares)(Note 2)
Date of grant October 1, 2003 Qctober 1, 2004

Vesting conditions

1) Market price of the common stock of the
Company shall be ¥8,200 at the time of
exercise of stock options {the relevant price
shall be adjusted in the same manner as
adjustment in exercise price if an cvent
should occur that requires adjustment in
exercise price).

2} Grantees of stock options shall remain as
directors, corporate auditors, employees or
corporate advisors of the Company or its
affiliates at the time of exercise of stock
options. Provided, however, that this shall not
apply to the cases where such director or
corporate auditor should retire upon the
expiration of the term, employees retire upon
reaching the mandatory retirement age, or the
board of directors’ meeting of the Company
should approve exercise of stock options,

1) Market price of the common stock of the
Company shall be ¥8,200 at the time of
exercise of stock options (the relevant price
shall be adjusted in the same manner as
adjustment in exercise price if an cvent
should occur that requires adjustment in
exercise price).

2) Grantees of stock options shall remain to as
directors, corporate auditors, employees or
corporate advisors of the Company or its
affiliates at the time of exercise of stock
options. Provided, however, that this shall not
apply to the cases where such director or
corporate auditor should retire upon the
expiration of the term, employees retire upon
reaching the mandatory retirement age, or the
board of directors’ meeting of the Company
should approve exercise of stock options.

Requisite service
period

From October 1, 2003 to June 30, 2006

From October 1, 2004 to June 30, 2007

Exercise period

From July 1, 2006 to June 30, 2008

From July 1, 2007 to Junc 30, 2009

Company name

Unicharm PetCare Corpo;'alion

Date of resolution

June 24, 2002

Catcgory and number
of grantees (persons)

Director of the company: 3
Employees of the company: 169

Type of shares and Common stocks: 718,000
number of stock
options to be granted
- (shares}{Note 2)
Date of grant Qctober 1, 2002

Vesting conditions

Grantees shall remain as directors (including corporate auditors), executive officers or
employees of the Company, its subsidiaries or affiliates at the time of exercise of stock
options. Provided, however, that this shall not apply to the cases where grantees should retire
upon the expiration of the term or retire due to involuntary reasons as specified in employment
regulations of the Company or its affiliates, or other case where the board of directors’ mezting
of the Company should exceptionally spprove holding and exercise of stock options thergafier,

Requisite service
period

From October 1, 2002 to June 30, 2004

Exercise period

From July 1, 2004 to June 30, 2008

(Notes)
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1. Directors who retired upon expiration of the term and employees who retired upon reaching the

mandatory retirement age, etc.

2. Number of stock options is listed in terms of shares.

(2) Size and changes in stock options
1) Number of stock options

Company name

Unicharm Corporation

Unicharm Corporation

Unicharm PetCare
Corporation

Date of resolution

June 27, 2003

June 29, 2004

June 24, 2002

Before the right is vested

Beginning of the term (shares)

544,600

705,700

Granting of the right (shares)

Invalidation of the right (sharcs)

11,000

13,600

Right vested (shares)

Unvested stock options (shares)

533,600

692,100

After the right is vested

Beginning of the term (shares)

160,000

Right vested (shares)

Exercise of the right (shares)

122,000

Invalidation of the right (shares)

Unexercised stock options (shares)

38,000

(Note) Number of stock options is listed in terms of shares.

2) Unit price information

Company name

Unicharm Corporation

Unicharm Corporation

Unicharm PetCare
Corpomation

Date of resolution

June 27, 2003

June 29, 2004

June 24, 2002

Price at exercise of right (yen)

3,731

5,702

300

Merket average at exercise of right (ven}

4,565

Fair assessment unit price

(Date of grant) (yen)
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Consolidated Fiscal Year under Review (April 1, 2007 — March 31, 2008)

Details, size and changes in stock options

(1) Details of stock options
Company name Unicharm Corporation Unicharm Corporation
Date of resolution June 27, 2003 June 29, 2004
Director and Corporate Auditor of the | Director and Corporate Auditor of the

Company: 10
Director and  Corporate  Auditer of

Company: 11
Director and Corporste  Auditor  of

Category and number | subsidiaries of the Company: & subsidiaries of the Company: 2
of grantees (persons) | Employees of the Company: 1,032 Employees of the Company: 1,166
Employees of subsidiaries of the Company: | Employees of subsidiaries of the Company:
713 1,184
Others (Note 1): 107 Others (Note 1): 126
Type of shares and
number of stock Common stocks: 533,600 Common stocks: 692,100
options to be granted
(shares){Note 2)
Date of grant October 1, 2003 October 1, 2004
1} Market price of the common stock of the | 1) Merket price of the common stock of the
Company shall be ¥8,200 at the time of | Company shall be ¥8,200 at the time of
exercise of stock options (the relevant price | exercise of stock options (the relevant price
shall be adjusted in the same manner as | shall be adjusted in the samc manner as
adjustment in exercise price if an event | adjustment in cxercise price if an event
should occur that requires adjustment in | should occur that requires adjustment in
exercise price). exercise price).
2) Grantees of stock options shall remain as | 2} Grantees of stock options shall remain to &s
Vesting conditions directors, corporate auditors, employees or | directors, corporate auditors, employees or

corporate advisors of the Company or its
affiliates at the time of exercise of stock
options. Provided, however, that this shall not
apply to the cases where such director or
corporate  auditor should retire upon the
expiration of the term, employses retire upon
reaching the mandatory retirement age, or the
board of directors’ meceting of the Company
should approve exercise of stock options.

corporate advisors of the Company or its
affiliates at the time of exercise of stock
options. Provided, however, that this shall not
apply to the cases where such director or
corporate auditor should retire upon the
expiration of the term, employees retire upen
reaching the mandatory retirement age, or the
board of directors” meeting of the Company
should approve exercise of stock options,

Requisite service

From October 1, 2003 to June 30, 2006

From October 1, 2004 0 Junc 30, 2007

period
Exercise period From July 1, 2006 to June 30, 2008 From July 1, 2007 to June 30, 2009
Company name Unicharm PetCare Corporation
Date of resolution June 24, 2002
Category and number Director of the company: 3
of grantees (persons) Employees of the company: 169
Type of shares and Common stocks: 718,000
number of stock
options to be granted
(shares)(Note 2) .
Date of grant October 1, 2002

Vesting conditions

Grantess shall remain as directors (including corporate auditors), executive officers or
employees of the Company, its subsidiaries or affiliates at the time of exercise of stock
options. Provided, however, that this shall not apply to the cases where grantees should retire
upon the expiration of the term or retire due to involuntary reasons as specified in employment
regulations of the Company or its affiliates, or other case where the board of directors’ meeting
of the Company should exceptionally approve holding and exercise of stock options thereafter.

Requisite service
peried

From Qctober 1, 2002 to June 30, 2004

Exercise period

From July 1, 2004 to Junc 30, 2008

(Notes)

1. Directors who retired upon expiration of the term and employees who retired upon reaching the
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mandatory retirement age, etc.

2. Number of stock options is listed in terms of shares.

(2) Size and changes in stock options
1) Number of stock options

Company name Unicharm Corporation | Unicharm Corporation Umég:’Tr:ic;Sue
Date of resolution June 27, 2003 June 29, 2004 June 24, 2002
Before the right is vested
Beginning of the tenm (shares) 533,600 692,100 -
Granting of the right (shares) - - -
Invalidation of the right (shares) 7,200 9,300 -
Right vested (shares) - - -
Unvested stock options (shares) 526,400 682,600 -
After the right is vested
Beginning of the term (shares) - - 38,000
Right vested (shares) - - -
Exercise of the right (shares) - - 22,000
Invalidation of the right (shares) - - -
Unexercised stock options {shares) - - 16,000
(Note) Number of stock options is listed in terms of shares.
2) Unit price information

Company name Unicharm Corpeoration | Unicharm Corporation Umccg:::r;?;(jarc
Date of resolution June 27, 2003 June 29, 2004 June 24, 2002
Price at exercise of right (yen) 5,731 5,702 300
Market avernge at exercise of right (yen) - - 5,261

Fair assessment unit price

{Date of grant) (yen)
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{Segment Information)

[Segment Information by Business Type]
For Previous Consolidated Fiscal Year (Aprii 1, 2006 — March 31, 2007)

(Millions of Yen)
Elimination or L
Personal care Pet care Others Total Company-wide. Consolidation
1 Sales and operating
loss
Sales
(1) Sales to external
customers 256,872 34,105 10,902 301,880 - 301,880
(2) Internal sales or
transfers across :
segments 66 - 4 70 (70} -
Total 256,938 34,105 10,906 301,950 (70) 301,880
Operating cxpenses 232,244 30,130 9,754 272,128 (178) 271,950
Operating income 24,694 3,975 1,152 29,821 107 29.929
I1 Assets, allowance for
depreciation,
impairment loss,
capital expenditure
Assets 165,143 19,961 26,125 211,230 57,533 268,763
Allowance for
depreciation 12,810 350 269 13,431 - 13,431
Capital expenditure 20,495 421 389 21,306 - 21,306

(Notes)

1. Mecthod of segmenting businesses

Businesses are segmented based on the sales volume classification of the Company, taking similarities in
product, sales market, etc. into account. ’

. Main products by business segment

(1) Personal care .........Baby and child care products, feminine care products, health care products
(2) Petcare ..cooernn Pet foods, pet toiletries
(3) Others e Food-wrapping materials, industrial materials, child education business,

financing operations, etc.

. Of the assets at the end of the consolidated fiscal year under review, the amount included in “Elimination

or Company-wide” was ¥88,296 million, which was mainly comprised of cash and deposits, securities,
and investment securitics of the parent company.

. As described in “lmportant Matters Affecting the Preparation of ‘Consolidated Financial Statements,” .

effective from the consolidated fiscal year under review, the Company and its domestic subsidiarics
adopted “Accounting Standard for Directors’ Bonus™ (ASBJ Statement No. 4 issued on November 29,
2005). As a result, operating expenses increased by %135 million for “personal care,” by ¥47 million for
“pet care” and by ¥9 million for “others,” and operating income respectively decreased by the same
amount in the consolidated fiscal year under review.

-98-



For Consolidated Fiscal Year under Review (April 1, 2007 — March 31, 2008)

. ® {Millions of Yen)
| Persona) care | Pet care Others Total a:::::gozlgi Consolidation
I I Sales and operating
; loss
! Sales
5 (1) Sales to external
@ customers 285,325 40,224 11,314 336,864 - 336,864
- (2) Internal sales or
! transfers across
‘ segments 2 - 4 6 (6) -
| Total 285,327 40,224 11,318 336,870 (6) | 336,864
| ° Operating expenses 257752 35,085 10,413 303,251 (119) 303,132
| Operating income 27,574 5,138 905 33,618 112 33,731
i 11 Assets, allowance for
| depreciation, capital
‘ expenditure
' Asscts 168,000 23,850 27,772 219,712 55,723 275,435
‘ Allowance for
¥ ] depreciation 14,321 4319 279 15,040 - 15,040
| : .
! Capital expenditure 16,424 814 130 17,370 - 17,370
| (Notes) 1. Method of segmenting businesses
‘ Businesses are segmented based on the sales volume classification of the Company, taking similarities in
| product, sales market, etc. into account,
| 2. Main products by business segment
i [ ) (1) Personal carc .........Baby and child care products, feminine care products, health care preducts
| (2) Petcarc ... ...Pet foods, pet toiletries
; (3) Others ...............Food-wrapping materials, industrial materials, child cducation business,
! financing operations, etc.
| 3. Of the assets at the end of the consolidated fiscal year under review, the amount included in “Elimination
i or Company-wide” was ¥85,943 million, which was mainly comprised of cash and deposits, securities,
| and investment securitics of the parent company. '
L
|
|
!
@
|
|
I
|
I
°
|
|

@
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[Segment Information by Region]

For Previous Consolidated Fiscal Year (April 1, 2006 — March 31, 2007)
(Millions of Yen)

Japan Asia Other Total g':;g;?:“;’; Consolidation
I Sales and operating loss
Sales
(1) Sales to external
customers 206,891 56,644 38,343 301,880 .| 301,880
(2) Internal sales or
transfers across
segments 10,679 2,333 - 13313 (13313) -
Total 217,871 58978 38,343 315193 | (13,313) 301,880
Operating expenses 194,070 53,918 37,378 285366 | (13416) | 271,950
Operating income 23,801 5,060 965 29,827 102 29,929
1T Asscts 129,480 49,124 28,649 207,254 61,509 268,763

(Notes) 1, Classification of country or region is based on geographical proximity.

2. Main countries or areas classified into regions other than Japan:

(1) ASi& ..coereererno.. Taiwan, China, Korea, Thailand, ete.
(2) Others .ocvreernees The Netherlands and Saudi Arabia

3. Of the assets at the end of previous fiscal year, the amount inctuded in “Elimination or Company-wide™
was ¥88,296 million, which was mainly comprised of cash and deposits, securities, and investment
securities of the parent company.

4 As described in “Important Matters Affecting the Preparation of Consolidated Financiel Statements,”
effective from the consolidated fiscal year under review, the Company and its domestic subsidiaries
adopted “Accounting Standard for Directors” Bonus” (ASBJ Statement No. 4 issued on November 29,
2005). As a result, operating expenscs increased by ¥191 million for “Japan,” and operating income
decreased by the same amount in the consolidated fiscal year under review.

For Consolidated Fiscal Year under Review (April 1, 2007 — March 31, 2008)
{Millions of Yen)

Total Elimination or

Company-wide Consolidation

Japan Asia COther

I  Sales and operating loss

Sales

(I} Sales to external
customers 217,474 72,421 46,967 336,864 - 336,864

{2) Internal sales or
transfers across

segments 9,724 2,670 - 12,394 {12,394} -

Total 227,198 75,092 46,967 349,258 | (12,394) 336,864

Operating expenses 203,175 66,594 45,761 315,531 {12,398) 303,132
Operating income 24,023 8,497 1,206 33,727 4 33,731
I Asscts 137,958 52,365 29,758 220,082 55,353 275,435

(Notes) 1. Classification of country or region is based on geographical proximity.

2. Main countries or areas classified into regions other than Japan:
{1} ASIE s Taiwan, China, Korea, Thailand, etc.
{2) Europe, Middle East ....... The Netherlands and Saudi Arabia
Effective from the consolidated fiscal year under review, the name of the “Others” segment was changed

to “Europe and the Middle East.”

3. Of the assets at the end of previous fiscal year, the amount included in “Elimination or Company-wide™
was ¥85,943 million, which was mainly comprised of cash and deposits, sccurities, and investment
securities of the parent company.
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[Overseas Sales)
Previous Consolidated Fiscal Year (April 1, 2006 — March 31, 2007)

Asia Other Total
1. Consolidated sales
(Millions of Yen) ) - - 301,880
III. Overscas sales as a percentage of
consolidated sales (%) 18.8 13.6 324

{Notes) 1, Classification of country or region is based on geographical proximity.
2. Major countries/regions belonging to cach category.
(1) Asia ... ..Taiwan, China, Korea, Thaitand, etc.
(2} Others ... ..The Netherlands, Middle East, USA, etc.

Consolidated Fiscal Year under Review (April 1, 2007 — March 31, 2008)

Middle East,
Asia Europe North Africa, Total
North America

1. Overseas sales (Millions of Yen) 72,462 36,219 15,627 124,309
II.  Consolidated sales

{Millions of Yen) - - - 336,864
[II. Overseas sales as a percentage of

consolidated sales (%) 215 10.8 4.6 36.9

(Notes) 1. Classification of country or region is based on geographical proximity.
2. Major countries/regions belonging to each category.

{1) Asia ...........Taiwan, China, Korea, Thailand, etc.

(2) Others ................... The Netherlands, ete,

(3) Middle East, North Africa and North America ...... Saudi Arabia, Egypt, USA, ctc.
3. Change in the presentation of classification of country or region
Previcusly, the Netherlands, Sweden, and some other countries were included in “Others,” together with the
Middie East and the U.S.A. Since the sales ratio of the Dutch region topped 109 of the consolidated net sales,
the Netherlands, Sweden, and some other countries are classified as “Europe” and the name of “Others” was
changed to “Middic East, North Africa, North America, etc.,” effective from the consolidated fiscal year under
review.
Overseas sales of “Europe,” which were included in “Others™ in the previous consolidated fiscal year, stood at

¥29,967 million, accounting for 9.9% of consolidated net sales.
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[Transaction with Related Parties]

® Previous Consolidated Fiscal Year (from April 1, 2006 to March 31, 2007)
Directors and major individual shareholders, etc.
|Percemage of | — Transaction Ending
] Caphalization Descripti vating rights Detsil of relationships N ] ot Accoum | bat
Afbud | Tame | Locstion | (milionsof ofbasinen | 0T Bsieny | P Pom of (mifiogror| nem | (millions
e oy | dincion | relasionship yeu)* of yea)™
Takatary | Minato-kn, 10 Intitancs | Qwnership None Handles the Business | Insurance 6] Long lerm [3
. 3.0 |KomnKK?| Tokpo agency Direst Company's | Gansaction | premium prepaid
% k) awncrehlp: insurance and expense
2 E‘g o 42 leasing of Restal i - .
% ~=':§ B buildings txpenscs
E
= é ,?g
B¢ 3 Uniscc Shikeku oL Real eams | Ownership Nons Leasing of | Business Rendal 1 -
-§ ] E E Corporation | Chue City, leasing Di:ed_ lard trensaction | expenses
'-E 21 B 2 Ehime wm;:’h:p:
LY Prefecture "
® 11
o] ?

{Notes} 1:
(1) The insurance premium is calculated by apprying the general insurance rate to the specificd insurance amount.

(2) Prescribed rental fees are determined semi-annually conmdcnng the neighboring climate of reat estate leasing.

*2:

. *3

*4;

Terms and conditions and their determining policy

Breakdown of voting rights of Takahara Kosan KK is as follows: Takshisa Takahara (President and CEQ) directly owns
20.0%; and Keiichiro Takahasa (Chairman of the Board) directly owns 1,0% and his close relatives own 44.5%, and in
addition his close relatives indirectly own 34.5%.

Breakdown of voting rights of Unitec Corporntion is as follows: Takzhisa Takahara (President and CEQ) directly owns
0.7%; and close relatives of Keiichiro Takahara (Chatrman of the Board) dircctly own 1.5%, while the close relatives of
Keiichiro Takahara indirectly own 97.8%.

The foregoing amounts do net include consumption tax.

Consolidated Fiscal Year under Review (from April 1, 2007 to March 31, 2008)

Directors and major individual shareholders, etc.

L Fercemage of| * peg of retationsbips Transaction Ending
Capitalizati . [ voting rights
Atwibute | Mame | Locaion { (millioms o Ef“”‘l puon ('.: v conumem | Business | Detcription of transmaction | e "‘m"“ (:ﬁ":::
yen} méfﬂ dircciors | relationship yen)™ of yen)™*
- Takahana | Minato-la, L] Inserance | Ownerthip Noos Handleathe | Budness | Inpurance 2] Long term 3
58 Koaan KK | Tokyo agency Direct Compamy's | transaction | premium prepaid
| § 4 ownership: insurance and opense
TSy 54 leasing of Renta 1
g >0 buildings expensas
® E'Bg-” Unizez Cor, | Shikokn [ Realemne | Owneriklp | Nome | Leasingof | Busoess | Remul 1) N .
,%?g 8 L | Choo Ciny, teasing Direct hand transsction | expenses
| E Ehime ownership:
i3a8? Prefeciure 04
I3 E
533t
7i2s
- i (=3
isg
Egt
“ 3
. (Notes) |:  Terms and conditions and their determining policy
(1) The insurance premnium is calculated by applying the general insurance rete to the specified insurance amount,
{(2) Prescribed rental fees are determined semi-annually considering the neighboring climate of real estate leasing.
*2:  Breakdown of voting rights of Takahara Kosan KK is as follows; Takahisa Takahara (President and CEQ) directly awns
20.0%; and Keiichiro Takahara (Chainman of the Board) dircctly owns 1.0% and his close relatives own 44.5%, and i
addition his close relatives indirectly own 34.5%.
*3:  Breakdown of voting rights of Unitec Co., Ltd, is as follows: Takahisa Takahara (President and CEQ) directly owns 0.7%,
and close relatives of Kelichiro Takaham (Chairman of the Board) directly own 1.5%, while the close relatives of
Keiichiro Takahara indirectly own 97.8%.
@ *4:  Of the foregoing amounts, transaction amounts do not include consumption taxes,
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(Per-Share Information) (Yen)
Previpus Consolidsted Fiscal Year Consolidated Fiscal Year under Review
{from April 1, 2006 ~ March 31, 2007) (from April 1, 2007 - March 31, 2008)
Net assets per share Net agsets per share |
2,501.60 2,545.79
Net income per share Net incorne per share
23231 25939
Net income per share after adjustment for residual equity Net income per share after adjustment for residual equity
232.17 25931

(Note) The calculation bases are as follows:

1. Net assets per share

Previous Consolidated Fiscal Year Consolidated Fiscal Year under Review

Item (March 31, 2007) ( March 31, 2008)
Total of nect asscts on the consolidated
balance sheet (Millions of Yen) 177,049 179,170
Net assets relevant to common stocks
(million yen) 161,165 162,251
Muin breakdown of difference Millions of
Yen)
Minority interest 15,883 16,919
Number of shares outstanding (common
stocks)(Thousands of shares) 68,981 68,981
Number of treasury stocks (Thousands of
shares) 4,556 5.248
Number of common stocks used 1o -
calculate net assets per share {Thousands of
shares} 64,425 63,733

2. Net income per share and net income per share after adjustment for residual equity

Previous Consolidated Fiscal Year Consolidated Fiscal Year under Review

liem (form Agpril 1, 2006 — March 31, 2007) | (from April 1, 2007 - March 31, 2008)

Wet income (Millions of Yen) 15,058 16,683
Amount nol attributable to common stock

holders (Millions of Yen) - -
Net income relevant 10 common stocks

{Millions of Yen) 15,058 16,683
Adjustment for ne1 income (Millions of Yen) (8 ()
[of which adjustment for residusl equity of

affiliates) (Millions of Yen} [(8] : {53
Average number of common shares during

period {Thousands of shares) 64,821 54,318

Outline of residual equity which, duc to the | Decision of ordinary general meeting of | Decision of ordinary general meeting of

absence of dilutive effect, was not included in | sharcholders held a1 June 27, 2003

the computation of the amount of net income per | Stock options

sharcholders held at June 27, 2003
5336 | Stock options 5,264

share after adjustment for residual income Common shares 533,600 shares Common shares 526,200 shares

Stock options

Decision of ordinary general mecting of | Decision of ordinary general meeting of
shareholders held at June 29, 2004

shareholders held at June 29, 2004
6,921 Stock options 6,826

Cemmon shares 692,100 shares |  Common shares 682,600 shares
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5) [Auxiliary List of Particulars of Consolidation]

Details of Bonds

There are no relevant items.

[Details of Borrowings)
Balance at the end of Balance at the ¢nd of Average Date for
Classification previous year fiscal year under review interest rate repayment
¢millions of yen) {millions of yen) (%) paym
. 5.11% per
Short-term borrowings 6,855 3,243 annum -
. 4.42% per
Current portion of long-term debt 126 184 annum -
Current portion of lease obligations - - - -
5.26% per June, 2009 1o
Long-term debt due after one year 1,738 1,451 annum December, 2013
Lease obligations due after one year . - -
. . 3.51% por -
Guarantee depasits received (long-term) 1,989 1,908 annum
Total 10,709 6,788 ° i

(Note) Scheduled repayment amounts for long-term debt due after one year, and within five years afler the
consolidated closing date are as follows:

(Millions of yen)

More than one year and More than two years More than three years More than four years
up to two years and up to three years and up to four years and up to five years
Long-term debt 595 328 442 85
(2) Others
There are no relevant items.
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[Financial Statements, etc.]
(1} [Financial Statements]
1) [Balance Sheet]

{Millions of Yen)

47" Fiscal Year 48" Fiscal Year
(as of March 31, 2007) (as of March 31, 2008)
Classification ';? Amount P“"(:.';“’ Amount P"?%“)‘m
(Assets)
Current assets
1 Cash and deposits 47,861 62,083
2 Notes receivable *4 217 201
3 Accounts reseivable * 18,176 16,591
4 Marketable securities 10,815 4,002
5 Product and merchandise 51 17
6 Stored goods 1,600 2,091
7 Prepaid expenses 276 252
8 Deferred tax assets 1,311 1,917
9 Short-term loans for subsidiaries 4 666 1,245
10 Accrued revenue e | 2,924 1,659
11 Other current assets 361 677
Allowance for bad debts {10 (10)
Total current assets 88,253 56.1 90,730 582
I1 Fixed asscis
1 Tangible fixed assets
(1) Buildings 4,375 4,337
Accumulated depreciation (2,306) 2,068 {2,411} 1,925
(2) Other structures 351 353
Accumulated depreciation (268) 82 (279) 74
(3) Mechinery and equipment 2,199 3,488
Accumulated depreciation (1,362) 837 (1,808) 1,679
(4) Vehicle and delivery
equipment 32 32
Accumulated depreciation 2N 10 (24) 7
(5) Tools, furniture and fixtures 2,299 2,455
Accumulated depreciation (1,472) 827 (1,720) 734
(6) Land *2 2,645 2,605
(7) Construction in progress 659 577
Total tangible fixed assets 7,131 4.5 7,604 49
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(Millions of Yen)

47" Fiscal Year

(as of March 31, 2007)

48™ Fiscal Year

(as of March 31, 2008}

. . Note Percentapgs Percentage
Classification No, Amount %) Amount %)
2 Intangible fixed asscts
(1) Goodwill 63 47
(2) Patent right 74 19
(3) Trademark 8 8
(4) Software 1,108 |'0|4
(5) Telephone right 0 0
(6) Other intangible fixed assets 1 1
Total intangible fixed assets 1,206 08 1,092 0.7
3 Investments and other assets
(1) Investment securities 26437 19,705
(2) Stock of affiliated company 20,204 20,190
(3) Investment in capitat 20 20
(4) Investment in affiliated
company 7,446 10,593
(5) Long term loan of affiliated
company 1,405 1,427
(6) Long term prepaid expense 70 58
(7) Prepaid pension expense 2,674 3,374
{B) Deferred income tax asset . 2,157
(9) Deferred income tax asset 9
related to revaluation 222 222
(10)Guarantee money paid 919 912
(11)Others 771 271
Allowance for bad debts (273) (179
Provision for valuation loss on
investments in subsidiaries and
affiliates (1,705) (2,177}
Total investments and other assets 60.693 186 56,577 36.2
Tota! fixed asscts 69,032 439 65274 | 418
Total Assets 157,286 | 100.0 156,005 | 100.0
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(Miilions of Yen)
47" Fiscal Year 48" Fiscal Year
(as of March 31, 2007) (es of March 31, 2008)
Classification T;‘;:’? Amount Pm;:t‘a)m & Amount P“ﬁ;. &
(Liabilities)
Current liabilities
1 'Notes payable 150 129
2 Accounts payable ‘1 10,93% 10,435
3 Other accounts payable | 13,292 12311
4  Accrucd expenses 862 s
5 Accrued corporate income tax 198 3,662
6 Deposit 59 98
7 Advence received profit 4 .
& Reserve for bonus payment 1252 1,285
9 Reserve for bonus payment to
Drirectors 128 -
10 Other current liabilities 25 58
Total current liabilitics 26,913 17.) 28,332 18.1
Long-term liabilities
1 Provision for severance benefits 4,160 437
2 Provision for Directors’ severance
bonus 1,080 -
3 Guarantee deposits received 1,793 1,700
4 Pong-term sccounts payable . 1,080
5 Defemred tax liabilities 1,246 .
Total long-term tiabilitics 8,281 53 7,152 46
Total liabitities 35,195 2.4 35,484 227
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(Millions of Yen)

47" Fiscal Year 48" Fiscal Year
(es of March 31, 2007} {s of March 31, 2008)
Classification Tﬁf Amount P"E‘:"‘;‘” Amount P'“;‘“)““
(Net Assets)
[ Sharcholders’ equity
1 Common stocks 15,992 10.2 15,992 10.3
2 Additional paid-in capital
Capital reserve 18,590 18,590
Total additional paid-in capital 18,590 1.8 18,550 11.9
3 Retained earnings
{1) Eamed reserve 1,991 1,991
(2) Other retained eamings 102,007 110,486
Reserve for dividend payment 400 400
Reserve for reduction entry 45 42
General reserve 82,550 88,550
Unappropriated retained camings 19,011 21,494
Total retained earnings 103,999  66.1 112,478 72.1
4 Treasury stocks (23,119)] (147) (28,129)| (18.0)
Total sharcholders’ equity 115,462{ 734 118,932} 76.3
1 Valuation and translation
adjustments, etc.
] Evlﬁﬁor-sale sgeiltl::ilies o 6,952 4.4 1912 1.2
2 Land revaluation difference *2 (324} (0.2) (324)] (0.2)
Z{‘;j‘fm;'i':;ﬁ;’;_ and translation 6628 a2 1,587 1.0
Total net assets 122,091 77.6 120,520 77.3
Total liabilities and net assets 157,286] 100.0 156,005 100.0
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2) [Statement of Income]
{Millions of Yen}

47" Fiscal Year 48" Fiscal Year
(from April 1, 2006 (from April 1, 2007
— March 31, 2007) - March 31, 2008)
Classification P;'.f: Amount Per °(%’m) B Amount l'"m“';“‘
Net sales
Sales of products 171,663 100.0 174,231 100.0
Cost of sales :
1 Inventory of products at .
beginning of period : 24 51
2 Purchase amount *4 108,916 109,232
Total 108,940 109,284
3 Inventory of products at end of
period 51 17
4 Transfer to other accounts *1 563 108,325 63.1 467 108,79% 62.4
Gross profit 63,337 36.9 65,431 376
Selling, general and administrative 123
cxpenses i 52,011 303 53,607 30.8
Operating income 11,326 6.6 11,824 6.8
Non-operating income
1 Interest received 191 389
2 Interest from securities 352 287
3 Dividend received *4 8,336 5,470
4 Miscellaneous income 168 9,047 53 99 6,246 36
Non-operating expenses
1 Interest paid 68 67
2 Sales discount 26 27
3 Derivative expenses 15 10
4 Foreign exchange loss - 628
5 Miscellaneous loss 30 141 0.1 53 788 0.5
Ordinary income . 20,232 11.8 17,282 9.9
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{Millions of Yen)

47" Fiscal Year

(from April 1, 2006
~ March 31, 2007)

48" Fiscal Year
(from April 1, 2007
~ March 31, 2008)

Classification

Note
No.

Amount

Pescentage
(%)

Percentage
Amount %

V1 Extraordinary profit

V1l

1 Gain on sale of fixed assets

Gain on sale of investment
securitics

3 Reversal of bad debt reserve

4 Income from reversal of

allowance for valuation loss on
investrments in subsidiaries and
affiliates

Gain on sale of stock of
affiliates

Gain on reversal of reserve for
bonus payment to Directors

Extraordinary loss

6
7

Loss on retirement of fixed
asset

Loss on sale of fixed asset

Loss on sale of investment
securities

Provision for valuation loss on
investments in subsidiaries and
affiliates

Loss on revaluation of stocks of
affiliates

Head office relocation expenses

Other extracrdinary loss

Income before tax

Corporate income tax, inhabitant
tax and business tax

Adjustments on corporate income
tax, eic.

Net income

*5

*6
*7

152

110

- 263

147
136

45
)
7 437

20,059
4,030

991 5,022

15,037

0.2

0.3
11.7

2.9
8.8

26

66

128 26 01

119

0 625 0.3

16,882 9.7
6,055

(551) 5504 32

11,378 6.5
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3) [Statement of Changes in Shareholders’ Equity]
47th Fiscal Year (April 1, 2006 —March 31, 2007)

(Milliens of Yen)

Shareholders' equity

Common stocks

Additional
paid-in capital

Reteined eamings

paid-in capital

Capital reserve
Total additional

Other retined eamings

dividend
entry

payment
reserve

3
&

reduction

Reserve for
Reserve for

Unappropriate

d retzined
eamings

T"olnl retained
eamings

Treasury stocks
Total shareholders’ equity

Balance ns of March 31,
2006

15,992 | 18,590

=
8

400 { 55 | 75550

13,562

91,559

(17,105) | 109,037

Changes  during  the
fiscal year

Payment of dividends

(2,463)

(2,463}

(2463}

Net income

15,037

15037

15,037

Directors’ bonus

(128)

{128)

(128)

Acquisition of
Ireasury stocks

{6014) | (6014)

Reversal of reserve
for reduction entry
(Notz)

®

General reserve

7,000

(7,000}

Reversal  of land
revaluation difference

)]

5)

(5)

Changes {net amount)
of items other than
sharcholders®  equity
during the year

Total changes during
the year

(%! 7000

5449

12,439

(6,014) | 6425

Belance as of March 31,
2007

15992 | 18,590 | 18,550

1,991

400 45 | 82,550

19,011

103,999

(23,119) | 115462

Valuation and translation adjustments, etc.

Unrealized gains on
avzilable-for-sale
securitiss

Land revaluation

difference

Total valustion and
transiation adjustments

Total net assets

Balance as of March 31,
2006

6,268

(330)

5938

114,575

Changes during the fiscal
year

Payment of dividends

(2,463}

Net income

15,037

Directors’ bonus

(128)

Acquisition of treasury
stocks

(6.014)

Reversal of resesve for
reduction entry (Note}

General reserve

Reversal of land
revaluation difference

5

Changes (net amount) of
items other than
sharcholiders’ equity
during the year

684

5

650

690

Total chanpes during the
year

6584

5

650

7,115

Balance as of March 31,
2007

6952

(G324

6,628

122,09}

(Notc) ¥5 million from reversal of reserve for reduction entry is an item in the appropriation of eamings resolved in
the Regular Meeting of Sharcholders held June 2006,
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48th Fiscal Year (April 1, 2007 — March 31, 2008)

(Millions of Yen
Sharcholders equity
Additional . . z
paid-in capital Retained eamings §_
§ Other retained eamings .g .
H § E._ % - w g b @ é
§ | B |39 Ezgleelze [SE| 32 § | 3
£ s | B SElEE Y EF g £ ! 8
S 1% |53l § sigaﬁé £E§| 2 = 5
S = ; S = E
Balance as of March 31,
2007 15992 | 18590 | 18,590 | 1991 a00 | 45 ] s2s5s0 ) 1von | 1039 | @3e) | L5482
Changes during the
fiscal year
Payment of dividends . {2,899) {2,899 (2,899)
Net income - na73 | 11,378 11,378
Acquisition of
treasury stocks - -{ (5009 | (5009
Reverse] of reserve
for reduction eniry . (3} 3 - -
General reserve . §,000 | {6000y - :
Changes (net amount)
of items other than
shareholders’  equity
during the year - - .
Total changes dunng
the year - - - - - {3) | 6,000 2,482 8479 | (5,009) 3,470
Balarnce ss of March 31,
2008 }5,992 | 18,590 | 18,590 | 1,991 400 42 | 88550 21,494 | 112487 | (28129) | 118932
Valuation and transiation adjustments, eic.
Unrealized gains on . . Total net
available for-sale Land revaluation Total valuztion and nel assets
securities difference translation adjustments
Balance as of March 31,
2007 6,952 3249 6,628 122,091
Changes during the fiscal
year
Payment of dividends - (2,899)
Net income - 11378
Acquisition of treasury
stocks - (5.009)
Reversal of reserve for
reduction entry - .
General reserve - -
Changes (et smount) of
items other  than
sharcholdars’ equity
during the year {5.040) - {5,040} (5,040)
Total changes during the
year (5,040} - (5.040) (1,570)
Balance as of March 31,
2008 1,912 (324) 1,587 120,520
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Important Matters affecting the Preparation of Financial Statements

ttem

47" Fiscal Year
(from April 1, 2006 — March 31, 2007)

48" Fiscal Year
{from April 1, 2007 — March 31, 2008)

Standard and method of
valuation of  marketable
securities

Marketable seccurities (including  investment

securitizs)

Held-to-maturity bonds
Amontized cost method (straight-line
method)

Shares in  subsidiaries and associated

ConCems
To be stated at cost based on the
moving-average method

Other marketable securities

Marketable sccurities with fair market

value
Stated ot market value based on fair
market value, etc, as of fiscal closing
date
(Any valustion gain or loss to be
reported in & designated component of
net assets; cost of sale 1o be computed

Marketable securities (including investment
securities)
Held-to-maturity bonds
Same as left

Shares in subsidiaries and associated
concems

Same as feft
Other markeiable securities ’
Markeiable sscurities with fair marks
value

Sarne as left

straight-line method applicable to buildings

(excluding accessory equipment) acquired

on or after April 1, 1998)

Standard usefiz] years are as foliows:
Buildings: 3 - 50 yeass

Intangible fixed assets
By straight-line method
5 years for goodwill, internally estimated
usable term (5 years) for software (for
internal use)

Long-term prepaid expenses
By straight-line method

by the moving-average method)
Marketable secorities without fair market Marketable securitics without fair market
value value
To be stated at cost based on the Same es left
moving-avecage method
2 Siandard and method of Products and merchandise Products and merchandise
valuation of inventories Stated at cost based on the periodic averzge Same as left
method
Standard and method of Stated st market based on the market price, etc. Same as lefl
valuation of  derivative as of fisca] closing date
transactions
Method of depreciation of Tangible fixed assets Tangible fixed assets
fixed nssets Mainly by declining-balance method, but Same &3 1ef}

(Changes in accounting policiss)

With the revision of the Corporation Tax
Law, the Company and its domestic
consofidated  subsidiaries  adopted  the
depreciation method based on the revised
Corporztion Tax Law for tangible fixed
assets aoquired on or afier April 1, 2007,
effective from the fiscal year under review,
The effect of this change on profit and loss i3
insignificant.

(Additional information)

Following the -tevision of the Corporation
Tax Law, with regard to assets acquired en or
before March 31, 2007, the Company and its
domestic consolidated subsidieries equally
amortize, cffective from the fiscal year under
review, the difference between the amount
equivalent to 5% of the acquisition value and
the reminder value over a period of five
years, stasting from the  following
consolidated fiscal year of the consclidated
fiscal year when depreciation finished to the
depreciation limit.  The effect of this change
on profit and loss is insignificant.

Intangible fixed assets
Same as Jeft

Long-term prepaid expenses
Same a5 left

Criteria  for transtation of
foreign
currency-denominated  assets
and liabilities into Japanese
Yen

Fereign currency-denominated claims and debts
are translated into Japanese Yen at the spot
foreign exchange rate prevailing on the fiscal
closing date, and any conversion differences are
treated a5 gain or Joss.

Same a3 left
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6 Appropristion standard
epplicable to provisions
(1) Allowance for bad debts

{2) Provision for valuation loss
on investments in subsidiaries
and affilintes

(3) Provision for employees’
bonus

In order to provide for losses from bad debts, the
Company appropristes zn estimated amount
based on actual bad debts with respect to its
general claims, and estimated non-recoverable
amounts based on individual examinations of
recoverability with respect 1o its specified
claims including doubtful receivables.

[n order to provide against a decline in the value
of its investments in subsidiaries and affiliates,
the Company appropriates an  amount
comespanding to the reduction of net worth
equity.

An amount corresponding to the fiscal year
under review is appropriated for the nexdt
payment of employees’ bonus,

Same as left

Same as left

Same as left
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47 Fiscal Year
(from April 1, 2006 — March 31, 2007)

48™ Fiscal Year
{from April 1, 2007 — March 31, 2008)

{4) Provision for  directors’
bonuses

(5) Provision for cmployeses’
severance benefits

(6) Provision for directors’
severance bonus

7 Method of treating lease
transactions

To provide for payment of directors’ bonuses,
the Company appropriates the amount of
bonus obligations as of the end of the fiscal
year under review, based on the cstimated
amount of payment as of the end of the fiscal
year under review.

(Changes in accounting policies)
Effective from the fiscal year under review,
the Company and its domestic subsidiaries
adopted “Accounting Standard for Directors”
Bomss™ (ASBJ Statement No. 4 issued on
November 29, 2005).  As a result, operating
income, ordinary income and income before
taxes and other adjustments decreased by
¥128 million each in comparison with the
amount caltulated in accordance with the
conventional method.
Qut of the estimated amount of pension
obligations and annuity assets at the fiscal
year under review, the amount that is
assumed o have accrued as of the end of the
fiscal ycar under review is appropriated.
Past-work liability is expensed on & pro-rata
fixed installment basis over a cenain specific
number of years (5 years) within the length
of the remaining period of service of the
employees at the time of accrual of the said
difference.
Any arithmetic difference is expensed on &
pro-rata fixed instaliment basis over a certain
specific number of years (10 years) within
the length of the remaining period of service
of the employees at the time of accrual of
such a difference.
In order to provide for payment of directors’
severance bonus, the Company appropriates
the necessary amount for payment as of the
end of the fiscal year under review in
accordance with the Rules on Directors’
Severance Bonus.

The accounting treatmemt similar 1o the
method applied 1o conventional leases is
applied to financial leases other than those
where the ownership of the leased properties
is deemed to transfer 1o the lessees.

(Additional information)

Following a revision of the directors’
compensation system, directors' bonuses are
to be included in compensation end the
directors’ bonuses sel aside in the previous
fiscal year will not be paid,  Thercfore, the
reserve for bonus payment to directors was
reversed in the fiscal year under review and 2
gain on reversal of reserve for bonus
payment to directors of %128 million is
posted under extraordinary profit.

Same as Ieft

(Additional information)

The Company decided to pay directors’
severance bonus for the tenure period up to
the closing of the ordinary general meeting of
sharcholders held on June 26, 2007,
following the sbolition of the system of
directors’ severance bonus, and reversed the
whole emount of provision for directors’
severance bonus in the fiscal year under
review, Severance bonus payable of ¥1,080
million is included in “Long-term accounts
payable” under Long-term liabilitics.

Same as left
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Ttem 47" Fiscal Year 48" Fiscal Year
(from April 1, 2006 — March 31, 2007) (from April 1, 2007 — March 31, 2008)
8 Method of hedge | 1} Method of hedge accounting 1) Method of hedge accounting
accounting Deferred hedging is used. Designation of Same as [zt

hedges is applied 1o foreign
currency-denominated  claims and  debts
carrying exchange contracts.

2) Method and subject of hedging
Method of hedging
... Exchange contracts
Subject of hedging
... Scheduled foreign curmency- denominated

transactions

3} Hedging policy
As for exchange contracts methods, foreign
exchange fluctuation risks are hedged in
accordance with “Risk Management Policy
on Derivative Transactions,” en in-house
hedging regulation of the Company.

4) Method of assessing effectiveness of hedging
Judgment as to the effectivencss of hedging
is omitied, as it is assumed that the principal
amount of the hedging method and the
important terms conceming the hedge are
identical and forcign exchange or cash flow
fluctuations will be fully offset at the time of
commencement of hedging and continuously
thereafter.

2) Method and subject of hedging
Same as lefl

3} Hedging policy
Foreign exchange fluctuation risks are
hedged in mccordance  with  “Risk
Managememt  Policy on Derivative
Transactions,” an  in-house  hedging
regulation of the Company.

4} Method of assessing effectiveness of hedging
Same as left

9 Other important matters for

preparation
statements

of financial

Accounting treatment of Consumption Tax,
etc,
For accounting purposcs, smounts on the
financial statements are reported net of
Consumption Tex, cte.

Accounting teatment of Consumption Tax,
ete.
Same as left
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{Changes in Accounting Treatment)

47™ Fiscal Year
(from April 1, 2006 — March 31, 2007)

42" Fiscal Year
(from April 1, 2007 — March 31, 2008)

(Accounting standards for the presentation of net assets in the
balance sheet)
Effective from the fiscal year under review, the Company
adopted “Accounting Standard for Presentation of Net Asscts
in the Balance Sheet” (ASBJ Statement No. 5 issued on
December 9, 2005 and ASBJ Guidance No. 8 issued on
December 9, 2005.)
The above change has had no influence on profit and loss.
The amount of what was proviously presented a5
“Sharcholders” Equity™ was ¥122,091 million.
Because of the amendment of Rules on Financial Statements |
the Company prepared the presentation of net assets in the
balance sheet a5 of March 31, 2007, based on the amended
Rules on Financial Statements.

{Changes in Presentation Method)

47™ Fiscal Year
{from April 1, 2006 — March 31, 2007)

48" Fiscal Year
(from April 1, 2007 — March 31, 2008)

(Balance sheet)
Effective from the fiscal year under review, the itern presented
a5 “Business right” in the previous year is presented as
“Goodwill”
“Insurance reserve fund™ (the balaznce as of the end of the
fiscal year under review of ¥43 million) in “Investments and
other assets”, which was scparately recorded up to the
previous fiscal year, is included in "Others” in “Investments
and other assets™ effective from the fiscal year under review
due to the decrease in materiality of the amount.
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Notes
(Balance Sheet) (Mitlions of Yen)
47" Fiscal Year 48" Fiscal Year
{As of March 31, 2007) {As of March 31, 2008)

1 Accounts receivable includes the following items for affiliates: | *1 Accounts receivable includes the following items for affiliates:
Accounts receivable 3,104 Accounts receivable 3,646
Accrued revenue 282 Accrued revenue 1,546
Accounts payable 10,913 Accounts payable 10,418
Accrued liability 4,603 Accrued liability 3,893

*2 The Company revaluated its business-use land in accordance
with the “Law Conceming Revaluation of Land {Law No. 34
enforced on March 31, 1998)" and the “Law !o partially

- modify the Law Concerning Revaluation of Land (modified on
March 31, 2001)". Tax on the rcvalation difference is
included in the Asscts 83 defemed assels conceming
revaluation, and the amount of revaluation difference minus
revaluation-retated deferred tax is included in net assets as the
revaluation difference.

Method of revaluation
Revaluation is based on the appraisal velue as specified in
Clause 5, Article 2 of the “Enforcement Regulations on the
Law Concemning Revaluation of Lend” (Ordinance No. 119
enforced on March 31, 1998).
Date of revaluation: Mareh 31, 2001
The difference between the market value of the revaluated
business-usc land at the year-cnd and its book valuc after
reveluation: (441)

*4 Bills at maturity et thz end of the fiscal year arc accounted
assuming they are setiled on the date of maturity,
As the end of the fiscal year under review was a bank
holiday, the following bills at maturity at the end of the fiscal
yenr are excluded from the balance as of the end of the fiscal
year under review:
Notes receivable 57

*2 The Company revaluated its business-use land in accordance
with the “Law Conceming Revaluation of Land (Law No. 34
enforced on March 31, 1998)" and the “Law to partialty
modify the Law Conceming Revaluation of Land {modified on
March 31, 2001)". Tax on tht revaluation difference is
included in the Assets as deferred assels  conceming
revaluation, and the amount of revaluation difference minus
revaluation-related deferred tax is included in net assets as the
revaluation difference.

Method of revatuation
Revaluation is based on the appraisal value as specified in
Ctause 5, Asticle 2 of the “Enforcement Regulations on the
Law Conceming Revaluation of Land™ (Ordinance No. 119
enforced on March 31, 1998).
Date of revaluation: March 31, 2001
The difference between the market valve of the revaluated
business-use land at the year-end and its book value after
revatuation: (516)

3 Liabilities for guarantee
Liabilities for guarantee of the following company’s borrowings
from financial institutions arc as follows:
Unicharm Gulf Hygienic Industries Ltd.
1,564
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(Statement of Income)

(Millions of Yen)

47th Fiscal Year
(April 1, 2006 — March 31, 2007)

48th Fiscal Year
(April 1, 2007 — March 31, 2008)

*] Breakdown of transfer lo other accounts

Transfer to sales charges 563

*2 Breakdown of main items in  sclling, general and
administrative expenses

Sales-related transportation expense 5234
Sale promotion expense 18,571
Advertising expense 5633
Other fees 2,881
Employees’ salaries and bonus 5.185
Amount newly cateporized as provision for .
employees’ bonus 1,12
Amount newly categorized s provision for

severance benefits 585
Amount newly categorized as provision for

directors’ severance bonus 47
Amount newty categorized as provision for

bonus to directors 128
Depreciation expense 203
Percentage of sclling expenses to selling, general and
administrative expenses 32%

*3 General and administrative expenses includes research and
development expense of ¥3,8%0 million.

*4 Includes the following items with regard to transactions with
affiliates

Purchase of merchandise 101,746
Dividend received 8,097

*5 Breakdown of main itemns in loss on disposal of fixed assets
Buildings and other structures 147

Land 4

*6 Breakdown of main items in Ic;ss on disposal of fixed assets

Machinery and equipment 93
Software 3
Buildings and other structures 36
Other 13

*7 Loss on sales of fixed assets

*| Breakdown of transfer to other accounts

Transfer to sales charges 467

*2 Breakdown of main items in sclling, general and
administrative expenses

Sales-related transportation expense 5380
Sale promoticn expense 20424
Advertising expense 4873
Other fecs 3,075
Employees' salaries and bonus 5299
Amount newly categorized as provision for

employees' benus 1030
Amount newly categorized as provision for

severance benefits 573
Depreciation expense 1,043

Percentage of seliing expenses to selling, general and
administrative expenses 82%

*3 General and administrative expenses includes research end
development expense of ¥3,992 million.

*4 Includes the following items with regard to transactions with
affiliates

Purchase of merchendise 102,586
Dividend received 5.126

*5 Breakdown of main items in loss on disposal of fixed assets

Buildings 0

*6 Breakdown of main items in 10ss on disposal of fixed assets

Machinery and equipment 102
Buildings 13
Other )

*7 Loss on sales of fixed assets

Buildings and other structures 1 Land 18
Land 134 .
Other 1
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(Items related 1o the Statements of Shareholders® Equity)
47th Fisca! Year (April 1, 2006 — March 31, 2007)

1. Items related to treasury stocks

(Unit: Shares)

Balance at the End of

Type of shares mlia;::::o:u}:;z'j:; Increase Decrease the Fiscal Yca: under
Review
Common stocks 3,611,150 945,185 4,556,375
{Outline of reasons for the change)
Main items of the increase are as follows:
1. increase from acquisition of odd-lot shares: 2,185 shares
2. Increase from purchase of treasury stocks: 943,000 shares
48th Fiscal Year (April 1, 2007 — March 31, 2008)
1. Items related to treasury stocks
(Unit: Shares)
Type of shares Bn]mcf o mf End of Increase Decrease t.;:[u;::::’he:rin:d::
the Previous Fiscal Year Review
Commen stocks 4,556,375 691,928 5,248,303

{Outline of reasens for the change)

Main itemns of the increase are as follows:
1. Increase from acquisition of odd-lot shares: 1,328 shares

2. Increase from purchase of treasury stocks:690,600 shares
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(Lease Transactions)

{Millions of Yen)

47" Fiscal Year
(from April 1, 2006 — March 31, 2007)

48" Fiscal Year
(from April 1, 2007 - March 31, 2008)

I Financial lease transactions other than those where the
ownership of leased properties is deemed to transfer to the
lessees

1) Amount equivalent 10 acquisition cost of leased properties,
amount cquivalent o accumulated depreciation and amount
equivalent to amount cutstanding as of the end of pericd

Machinery,
cquipment,
vehicles, etc,
Amount equivalent to cost of acquiring 279
Amount  equivalent to  accumulated
depreciation 53

Amount equivalent to amount outstanding as
of the end of period 226
Note: The amount equivalent to the acquisition cost is compuled
inclusive of interest payable, as the amount of umearned
ieasing fees outstanding as of the end of the period
represents a smail portion of the amount of tangible fixed
assets as of the end of the said period. -

2) Amount equivalent to uncamed leasing fees as of the end of
the period:

One year or less 87
Cver one year ' 138
Total 226

Note: The amount equivalent to uncarned leasing fees is
computed inclusive of interest payable, es the amount of
uncamed leasing fees outstanding as of the end of the
period represents a small portion of the amount of tangible
fixed assets as of the end of the said period.

3) Leasing fezs paysble and the amount cquivalent to
depreciation expense

Leasing fees payable 118
(Amount equivalent to depreciation expense)
4) Mcthod of computation of amount cquivalent 1o depreciation

expense .
Depreciated on the basis of the straight-line method over the
useful years matching the lease period with a residual value of
zero at the end of the lease period '

2 Operating lease transactions

Uncamned leasing fees

1 Financial lcase wtansactions other than those where the
ownership of leased properties is deemed to wansfer to the
lessees

1) Amount equivalent to acquisition cost of leased properties,
amount equivalent to accumulated deprecistion and 2mount
equivaient to amount outstanding as of the end of period

Machinery,
tquipment,
vehicles, ete.
Amount equivalent 1o cost of acquiring 296
Amount  equivalent  to  accumulated
depreciation . 141
Amount equivalent to amount outstanding as
of the end of period 155

MNote: Same as left

2) Ampunt cquivalent to uneamned leasing fess as of the end of
the pericd:

One year or less 90
Crver one year 4
Total 155

Note: Same as left

3} Leasing fees payable and the amount equivalent to
depreciation expense

Leasing fees payable 00

{Amount equivalent to depreciation expense}

4) Method of computation of amount equivalent to depreciation
expense
Same as left

One year or less )

Orver one year )

Total 2
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(Marketable Securities)

47" Fiscal Year
(As of March 31, 2007)

485 Fiscal Yoar
(As of March 31, 2008)

Stocks of subsidiaries with market value

Stocks of subsidiaries with market value

(Millions of Yen) (Millions of Yen)
Balance Sheet |  Market . Balance Sheet | Market .
Amount Value Difference Amount Value Difference
Stocks of Stocks of
subsidiaries 1,146 22222 21,075 subsidiarics 1,146 33,929 32,782

No stock of affiliates carried any market value.

No stock of affiliates carried any market value.
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(Tax Effect Accounting)
47™ Fiscal Year 48" Fiscal Year
{As of March 31, 2007) {As of March 31, 2008}

I. Breakdown of deferred tax assets and liabilitics according to
primary reason for accrual

(Deferred tax assets) {Millions of Yen]
Current assets
Reserve for bonus payment 509
Accrued business tax 326
Other 475
Total 1,311
Fixed assets
Investment sccuritics 1,033
Provision for scyerance benefits 1,693
Provision for Directors’ severance bonus 439
Aliowance for bad debts 61
Allowanee for valuation losses on investments in affiliates
960
Impairment loss 167
Other 287
Total 4,644
Total deferred tax assets 5955
(Deferred tax liabilities) {Millions of Yen]
Current liabilities
Other (1))
Total ()]
Fixed liabilities
Prepaid pension expenses {1,088)
Reserve for reduction entry 3
Unrealized gains on available-for-sale securitics 4771
Totat (2.891}
Total deferred tax liabilitics (5.891}
Net deferved tax assets {or labilities)
Deferred tax assets (Current) 1,31
Deferred tax assets (Fixed) {1,245)

(Deferred tax assets related to revaluation) (Millions of Yen)
Land 222

2. Breakdown of the difference between the statutory effective
tax rate and the applicable corporate tax ratc after the adoption
of the tax effect accounting by main item of reason

1. Breakdown of deferred tax asscts and habilitics according to
primary reason for accrual

(Deferred tax asscts) {Millions of Yen)
Current assets
Reserve for bonus payment 522
Accrued business tax 312
Accounts payeble for salcs promotion 826
Other 255
Total 1917
Fixed assets
Investment securitics 1,033
Provision for scverance benefits L7719
Long-term accounts payable 439
Allowance for bad debis 73
Allowance for valuation losses on investments in affiliates
1,074
Impairment loss 137
Other 334
Total 4,872
Total deferred tax assets 6,790
(Deferred tax liabilities) (Millions of Yen)
Current liabilities
Other -
Total -

Fixed liabilities

Prepaid pension expenses (1,373)
Reserve for reduction entry (29)
Unrealized gains on available-for-sale securities (1,312}
Total (2,715}
Total deferred tax liabilitics (2,715)
Net deferred tax assets (or liabilities)

Deferred tax assets (Current) 1,917

Deferred tax assets {Fixed) 2,157

(Deferred tax assets retated to reveluation) (Milions of Yen)
Land 222

2. Breakdown of the difference between the statutory effective tax
rate and the applicable corporate tax rate after the adoption of the
tax effect accounting by main item of reason

Statutory effective tax rate 40.7% Statutory effective tax rate 40.7%
(Adjustment) (Adjustment)
Items like entertainment cxpenses permanently excluded [tems like entertainment expenses permanently excluded from
from expenses 0.5% expenses 0.8%
Items like dividend income permanently excluded from Itemss Jike dividend income permanently excluded from
income -15.1% income -8.9%
Per capita levy of residential taxes 02% Per capita levy of residential taxes 0.2%
Special corporete tax deduction such as research expenses Special corporate tax deduction such as research expenses
0.7% -1.0%
Foreign tax credit 0.3% Foreign tax credit -1.1%
Others Y. Others _1.9%
Applicable corporate tax rate after the adoption of the tax Applicable corporate tax rate after the adoption of the tax
cffect accounting 25.0% effect accounting ¥
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(Per-Share Information)

{Yen)
47" Fiscal Year 48" Fisca) Year
(from April 1, 2006 — Merch 31, 2007) {from April 1, 2007 — March 31, 2008)
Net assets per share . Net agsets per share
1,895.08 1,891.01
Net income per share Net income per share
231.98 176.91
Net income per share afier adjustment for residual equity is not | Same as left
reported due to the absence of residual equity with 2 dilutive
effect.
(Note) The calculation bases are as follows:
1. Net assets per share
e 47" Fiscal Year 42" Fiscal Year
™ (March 31, 2007) (March 31, 2008)
Total of net assets on the balance sheet
(Millions of Yen} 122,091 120,520
Net mssets relevant to common Stocks
(Millions of Yen} 122,091 120,520
Number of shares outstanding (common
stocks)(Thousands of shares) 68,981 68,981
Number of treasury stocks (Thousands of 4,556 5248
shares)
Number of stocks used to calculate net
asscts per share (Thousands of shares) 64,425 63,733
2, Net income per share
47" Fiscal Year 48™ Fiscal Year

ltem

{from Aptil |, 2006 ~ March 31, 2007)

(from April 1, 2007 ~ March 31, 2008)

Income as reported on  statement of
income (Millions of Yen)

15,037

11378

Amount not attributable to common stock
holders (Millions of Yen)

Met income rclevant to common stocks
(Miilions of Yen)

15,037

11,378

Average number of common shares during
period (Thousands of shares)

64,821

64,318

Onutline of residual equity which, due to the | Decision of ordinary general meeting of
absence of its diloting effect, was not | sharcholders held at June 27, 2003

included in the computation of the amount | Stock options
of net income per share after adjustment for | Common shares
residual income

Stock options
Common shares

5336

533,600 shares

Decision of ordinary general meeting of
sharcholders held at June 29, 2004

6,921

692,100 shares

Decision of ordinary gencral meeting of
sharcholders held at June 27, 2003
Stock options 5,264
Common shares 526,400 shares

Decision of ordinary general meeting of
shareholders held at June 29, 2004
Stock options 6,826
Common shares 682,600 shares
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4) [Auxiliary List of Particulars]
[Details of Marketable Securities]

[Equities}
Balance sheet
Issue Number of shares amount
{Mitlions of Yen)
KDDI Corporation 4,840 2,947
Sumitomo Realty & Development Co., Ltd. 1,219,000 2,141
The Iyo Bank, Lid, 1,017,640 1,082
Mizuho Preferred Capitad (Cayman) 7
Limited (Serics-A) 10 1,000
Investment Other marketable Thara Science Corporation 1,300,000 988
securitics securities The Hiroshima Bank, Ltd. 1,675,100 805
Mitsui Chemicals, Inc, 1,189,000 784
Mitsubishi UFJ] Financia! Group, Inc. 892,520 767
DOUTOR-NICHIRES Holdings Co., Ltd. 153,900 302
AEON Co,, Ltd. 159,834 189
Other 77 issues 2057263 2,113
Total 9,669,107 13,124
[Bonds]
Class and issue (S)imm:r x;a\l:;) Bal:::;cuzlt\eel
° {Millions of Yen)
. ABCP )-Bird/Lumiere Series 3,000 2998
Held-to-maturity bonds Subtotal 5,000 2,998
v TG i 1 A 5
secuntics Other marketable | gan debt Master Trust Series 2003-INRL
beneficiary rights - 500 499
Subtotal 1,004 1,003
Companie de Financement Foncier 1,000 1,000
Held-to-maturity bonds | KOMMUNALBANKEN AS 1,000 1,000
Subtotal 2,000 2,000
Investment Cailable foreign exchange-linked bonds 2,500 2,290
securitics Other marketabl Caltable interast rate-linked bonds 2,500 1,830
g'ec':‘"m; g WMT Global Funding {1 Inc. Class B 200 199
WMT Global Funding 11 Inc. Class C 200 199
Subtotal 5,400 4,520
Total 11,404 10,522
[Others]
o e Balance sheet
Class and issuc Unit oi('uull,\irsstmcm amount
(Millions of Yen)
Investment Other marketable e . .
securitics scouritics Subscription certificate (two issues) 3 60
Total 3 60
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[Details of Tangible Fixed Assets]

(Millions of Yen)

Accumulated
Amount Amount depreciation
Bal o of of Balance at or Amortizat u?;i:n::d
mf;:fof increase decrease | theendof | cumulative ion in the of the
Type of asset revious during the | duringthe | the fiscal | amortization | fiscal year fiscal vear
p fiscal year | fiscal year | year under | atthe end of under ¥e
year . : under
under under revicw the fiscal review .
. . reyiew
review review year under
review
Tangible fixed assets
Buildings 4375 14 52 4337 2411 144 1,925
Other structures 351 2 - 353 279 11 74
Machine and equipment 2,199 1,606 313 3,488 1,808 658 1,679
Vehicle and delivery equipment 32 - - 32 24 3 7
Tools, furnitere and fixture 2299 213 58 2,455 1,720 303 734
Land 2,645 - 40 2,605 - - 2,605
Construction in progress 659 757 839 5771 - - 577
Total tangible fixed assets 12,562 2,554 1307 13,849 6,244 1,120 7,604
Intangible fixed assets
Goodwill 1,214 - - 1,214 1,167 15 47
Patent right 27 - - 27 7 4 19
Trademark 34 2 - 37 28 2 8
Software 2,285 600 896 1,989 974 389 1,014
Telephone right i) - . 0 - . 0
Other intangible fixed assets 13 - - 13 12 0 1
‘Total intangible fixed assets 3,575 603 896 3282 2,190 412 1,092
l.ong term prepaid expense 127 19 - 147 28 3 58

(Note) Major components of the increase during the fiseal year under review are as follows:

Of the increase in machine and equipment, ¥1,606 million is capital investment aimed at mainly developing personal

care products at the Technical Center and the Engineering Center.
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[Details of Allowances] (Millions of Yen)
Amount of
Balance a1 the Amount of decrease during d Amour::{ng Batance at the
Classification end of previous | ereise during | the fiscal year | Ty foyy yepy [ end of the fiscal
the fiscal year under review d year under
year f under review
under review {used for (other) review
pUIpOSEs }
Allowance for bad debts 283 48 126 16 189
AHowance for valuation loss on
investments in affiliates 1,708 an ) - 27
Provision for employees’ bonuses 1,252 1,285 1,252 - 1,285
Provision for directors’ bonuses 128 - - 128 .
Emwsmn for directors' severance 1,080 j j 1,080 j
DOUSES

(Notes) 1. The amount of decrease during the fiscal year under review (other) for allowance for bad debts was calculated using the

conventional method that was applied to general claims and reversal of allowance due to debt collection.

2 The amount of decrease during the fiscal year under review (other) for reserve for bonus payment to Directors was a result
of reversel of reserve at the end of the previeus fiscal year attendant on the revision of the system of directors’ compensetion.

3 The amount of decrease during the fiscal year under review (other) for provision for directors’ severance bonuses wes a
result of transfer of severance bonuses payable to long-term accounts payable attendant on the abolition of the system of

directors’ severance bonuses.
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{2) [Main Assets or Liabilities]
1) Assets
(i) Cash and deposits

Description Amount {Millions of Yen)

Cash 1
Type of deposits

Ordinary deposit 19.912

Current account 170

Time deposit 42,000

Subtotal 62,082

Tota) 62,083

(ii) Notes receivable

Breakdown of notes receivable by client

Client Amount (Millions of Yen)
Fukusuke Kogyo Co., Ltd. 138
JMS Co., Ltd. 23
Care-root Service Corporation
Bohsei Science Co., Ltd.
Francebed Medical Service Co., Ltd.
Others (Note) i5
Total 201
(Note) Mutou Corporation and other companies
Breakdown by payment due date
Payment due date April 2008 May 2008 June 2008 After July 2008 Tota)
Amount
(Millions of Yen) N 53 52 3 201

(iii) Accounts receivable

Breakdown of accounts receivable by client

Client Amount (Millions of Yen)
Arata Corporation 1,832
Watakyu Seimoa Corporation 1,799
Pip-Tokyo Co., Lid. 1,220
Chuo Bussan Corporation 713
Ito Shu Shoji K.K. 579
Others 10,446

Total 16,591
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State of delayed payment and collection

Amount detayed in | Amount collected | Balance attheend | Percentage of debt
B“ir:,‘i” at the e?g)of the fiscal year under | in the fiscal year | of the fiscal year collection (%6): Number of days
'(’Mm‘i’::s"::’m) review (B) under review (C) | under review c ., delayed (days)
{Millions of Yen) (Millions of Yen) | (Millions of Yen) A+B
18,176 194,226 195,811 16,591 92.1 32.6

(Notes) 1: Number of days delayed was calculated by the following formula;

Balance at the end of previous year + Batance at the end of the fiscal year under revicw /

Amountdelayedin the fiscal year undet review

z

165

2: The Company processes consumption tax using net-of-tax method, but the foregoing amount delayed in the fiscal year

under review includes consumption tex.

(iv) Inventory assets

Category Amount (Millions of Yen)

Products and merchandise

Baby care products (Note 1) i5

Feminine care products (Note 2} 1
Supplies

Machinery for disposal 2,089

Other supplies 2
Total 2,109

(Notes) 1: Baby paper diapers etc.
2: Sanitary napkins, sanitary tampons, ctc.

(v) Stock of affiliated companies

Breakdown by affiliate
Affiliate Amount (Millions of Yen)

Unicharm Products Co., Ltd, 5,107
Unicharm Gulf Hygienic Industries Ltd. 4,446
Uni-Charm (Thailand) Co., Ltd. 2,478
LG UniCharm Co., Ltd. 1,703
United Charm Co., Ltd. 1,401
Others (Note) 5,054

Total 20,190

(Note) Unicharm PetCare Corporation, Uni.Charm Molnlycke B.V, end other companies

(vi) Investment in affiliated companies

Breakdown by affiliate

Affiliate Amount (Millions of Yen)
Uni-Charm Consumer Product (China) Co., Lid. 7,978
Shanghai Unicharm Co., Ltd. 1,643
Uni-Charm Consumer Product and Living (Shanghai) Co., 940
Lid,
UNI-CHARM (VIETNAM) Co,, Ltd. 30
Total 10,593
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2) Liabilities
(i) Notes payable
Breakdown of notes payable by client

Client Amount (Millions of Yen)
Giken Kohki Co,, Lid. 34
Sankyo Seisakusho co. 25
K.K. Matsui Plant 8
FPCO Butsuryu K.X. 8
Mitsui Chemicals, Inc. 7
Other Companics (Note) 45
Total 129
(Note) Gimac Co., Ltd. and other companies
Breakdown by payment due date
P“Y'g:;‘: due April 2008 May 2008 June 2008 July 2008 Total
(Ah’d’:‘l’i‘l‘:;s of Yen) 29 16 38 44 129

(ii) Accounts payable

Client Amount (Millions of Yen)
Unicharm Products Co., Ltd. 10,413
Others 22

Total 10,436

(iii) Accrued liability

Client Amount (Millions of Yen)
Expenses payable 4,251
Accounts payable for facilities 536
Othery 7,523
Total 12,311
(3) Other

There are no relevant items,
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Section 6 [Reference Information on the Company]

Fiscal year From April 1 to March 31

General Shareholders’ Meeting In June

Base date March 31

Classes of stock 1-share certificate, S-share certificate, 10-share certificate, 50-share certificate,

100-share certificate, 500-share certificate, 1,000-share certificate, 10,000-share |
certificate and less-than-100-share certificate

Record date for interim dividend

September 30 and March 31

Stock trade unit

100 shares

Reregister ownership of shares
Stock Hendling Office

Custodian of stockholders” tist

Agents

Fees for reregistering ownership of shares

Fees for issuing new share certificate

Japan Securitics Agents, Ltd,
1-2-4 Kayaba-cho, Nihonbashi, Chuo-ku, Tokyo

Jepan Securities Agents, Ltd.
1-24 Kayaba-cho, Nihonbashi, Chuo-ku, Tokyo

Each branch of Japan Securitics Agents, Ltd. nationwide

Free of charpe

Equivalent ameount of stamp tax per new share certificate

Registration of loss of stock certificate
Fee for registering the loss of stock certificate

¥8,000 per registration

Purchase of fractional shares
Stock Handling Office

Custodian of stockholders’ list

Agents
Purchase fees

Japan Securities Agents, Ltd,

1-2-4 Kayaba-cho, Nihonbashi, Chuo-ku, Tokyo

Japan Securities Agents, Lid,

1-2-4 Kayaba-cho, Nihonbashi, Chuo-ku, Tokyo

Each branch of Japan Securities Agents, Ltd. nationwide

Amount specified separately as cquivalent of stock brokerage fees

Newspaper in which announcements will appear

The Company introduced an electronic announcement system.  Nots, however,
that we will make announcements in the Nihon Keizai Shimbun if we are unable
to publish announcements on the website (http://www.unicharm.co.jp/ir) due to
accident or other unavoidable reason.

Sharcholder benefit program

None

(Notes)

Shareholders of the Company shall not be allowed to exercise rights related to odd-lot shares held

by such shareholders other than those listed below:
(1) Rights listed in Article 189, Paragraph 2 of the Company Law
(2) Rights to make a claim in compliance with provisions in Article 166, Paragraph 1 of the Company

Law

(3) Rights to receive allotments of shares for subscription and share option for subscription in
accordance with number of shares held by the relevant sharcholder.
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Section 7 {Reference Information on the Company]

1. [Information on Parent Companies of the Company]

The Company has no parent companies.

2. [Other Reference Information]

The Company submitted the following documents between the first day of the fiscal year under review
and the date of submission of this Report:
(1) Financial Statement Report and Attachments covering 47h Fiscal Year (April 1, 2006 through
March 31, 2007)
Submitted to Director General, Kanto Region Finance Bureau
Date Submitted ) June 27, 2007
(2) Revised Self-Registration Statement (Straight corporate bonds)
Submitted to Director General, Kanto Repion Finance Bureau
Date Submiited June 27, 2007
December 17,2007
December 17,2007
(3) Statement of Revisions to the Financial Statement Report covering 47th Fiscal Year
Submitied to Director General, Kante Region Finance Bureau
Date Submitted . October 12, 2007

{4) Interim Report for 48th Fiscal Year (April 1 through September 30, 2007)
Submitted to Director General, Kanto Region Finance Bureau
Date Submitted December 17, 2007
(5) Report on the Treasury Stock Repurchase Status
Submitted to Director General, Kanto Region Finance Bureau
Date Submitted February 15, 2008
March 14, 2008
April 15. 2008
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PART 2 [Information on Guarantors, etc. of the Company}

Not Applicable.
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Report of Independent Anditors
June 26, 2007
To: Board of Directors
Unicharm Corporation
Audit Corporation Tohmatsu

Designated Partner
Managing Partner Takao Goto, C.PA.

Designated Partner
Managing Partner Yoshiaki Kitamura, C.P.A.

For the purpose of conducting an audit certification in accordance with the provisions of Article 193-2
of the Securities and Exchange Law, we have audited the accompanying consolidated financial
statements of Unicharm Corporation and subsidiaries, comprising the consolidated balance sheet,
consolidated statement of income, consolidated statements of shareholders’ equity, consolidated
statement of cash flows and consolidated supplementary statement covering the consolidated fiscal year
(from April 1, 2006 through March 31, 2007). Responsibility for the preparation of these consolidated
financial statements rests with the Company’s management. Our responsibility lies in expressing an
opinion on the consolidated financial statements based on our independent audits,

We conducted our audits in accordance with auditing standards generally accepted in Japan.
Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the consolidated financial statements are free of material misstatement. An audit examines
supporting evidence on a test basis in the consolidated financial statements. An audit also involves
assessing the accounting principles used and estimates made by management, as well as evaluating the
overall consolidated financial statement presentation. We believe that our andits provide a reasonable
basis for our opinion.

In our opinion, the consolidated financial statements referred to above represent fairly, in all
material respects, useful information pertaining to the consolidated financial position of Unicharm
Corporation and subsidiaries as of March 31, 2007 and the results of their operations and their cash
flows for the consclidated financial period then ended in conformity with accounting standards
generally accepted as fair and reasonable in Japan.

There exists no stake or interest between the Company and this Audit Corporation or its Managing
Partners that ought to be stated herein pursuant to the provisions of the Certified Public Accountant
Law.

* The foregoing is the digitized version of the matters stated on the original copy of the Report of
Independent Auditors, and the said original copy is being separately kept in custody of the Company
{which submits the Financial Statement Report).
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Report of Independent Auditors
June 25, 2008
To: Board of Directors
Unicharm Corporation
Audit Corporation Tohmatsu

Designated Partner
Managing Partner Takao Goto, CPA.

Designated Partner
Managing Partner Seibei Kyoshima, C.PA.

For the purpose of conducting an audit certification in accordance with the provisions of Article 193-2
of the Financial Instruments and Exchange Law, we have audited the accompanying consolidated
financial statements of Unicharmn Corporation and subsidiaries, comprising the consolidated balance
sheet, consolidated statement of income, consolidated statement of changes in shareholders’ equity,
consolidated statement of cash flows and consolidated supplementary statement covering the
consolidated fiscal year (from April 1, 2007 through March 31, 2008). Responsibility for the
preparation of these consolidated financial statements rests with the Company’s management. QOur
responsibility lies in expressing an opinion on the consolidated financial statements based on our
independent audits.

We conducted our audits in accordance with auditing standards generally accepted in Japan.
Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the consolidated financial statements are free of material misstatement. An audit examines
supporting evidence on a test basis in the consolidated financial statements. An audit also invoives
assessing the accounting principles used and estimates made by management, as well as evaluating the
overall consolidated financial statement presentation. We believe that our audits provide a reasonable
basis for our opinion.

In our opinion, the consolidated financial statements referred to above represent fairly, in all
material respects, useful information pertaining to the consolidated financial position of Unicharm
Corporation and subsidiaries as of March 31, 2008 and the results of their operations and their cash
flows for the consolidated financial period then ended in conformity with accounting standards
generally accepted as fair and reasonable in Japan.

There exists no stake or interest between the Company and this Audit Corporation or its Managing
Partners that ought to be stated herein pursuant to the provisions of the Certified Public Accountant
Law. ‘

* The foregoing is the digitized version of the matters stated on the original copy of the Report of
Independent Auditors, and the said original copy is being separately kept in custody of the Company
(which submits the Financia)l Statement Report).
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Report of Independent Auditors _
June 26, 2007
To: Board of Directors
Unicharm Corporation
Audit Corporation Tohmatsu

Designated Partner
Managing Partner Takao Goto, C.P.A,

Designated Partner
Managing Partner Yoshiaki Kitamura, CPA.

For the purpose of conducting an audit certification in accordance with the provisions of Article 193-2 -
of the Securities and Exchange Law, we have audited the accompanying financial statements of
Unicharm Corporation and subsidiaries, comprising the balance sheet, statement of income,
consolidated statements of shareholders’ equity and supplementary statement covering the 47th fiscal
year (from April 1, 2006 through March 31, 2007). Responsibility for the preparation of these
financial statements rests with the Company’s management. Qur responsibility lies in expressing an
opinion on the financial statements based on our independent audits.

We conducted our audits in accordance with auditing standards generally accepted in Japan.
Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit examines supporting
evidence on a test basis in the financial statements. An audit also involves assessing the accounting
principles used and estimates made by management, as well as evaluating the overall financial
statement presentation.  We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above represent fairly, in all material respects,
useful information pertaining to the financial position of Unicharm Corporation as of March 31, 2007
and the results of its operations for the financial period then ended in conformity with accounting
standards generally accepted as fair and reasonable in Japan.

There exists no stake or interest between the Company and this Audit Corporation or its Managing
Partners that ought to be stated herein pursuant to the provisions of the Certified Public Accountant
Law.

* The foregeing is the digitized version of the matters stated on the original copy of the Report of
Independent Auditors, and the said original copy is being separately kept in custody of the Company
(which submits the Financial Statement Report).
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Report of Independent Auditors
June 25, 2008
To: Board of Directors

Unicharm Corporation

Audit Corporation Tohmatsu
Destgnated Partner

Managing Partmer Takag Goto, C.PA,

Designated Partner
Managing Partner Seibei Kyoshima, C.P.A.

For the purpose of conducting an audit centification in accordance with the provisions of Article 193-2
of the Financial Instruments and Exchange Law, we have audited the accompanying financial
statements of Unicharm Corporation and subsidiaries, comprising the balance sheet, statement of
income, statement of changes in shareholders® equity and supplementary statement covering the 47th
fiscal year {from April 1, 2007 through March 31, 2008). Responsibility for the preparation of these
financial staterments rests with the Company’s management. Our responsibility lies in expressing an
opinion on the financial statements based on our independent audits.

We conducted our audits in accordance with auditing standards generally accepted in Japan.
Those standards require that we plan and perform the audit to obtain reascnable assurance about
whether the financial statements are free of material misstatement. An audit examines supporting
evidence on a test basis in the financial statements. An audit also involves assessing the accounting
principles used and estimates made by management, as well as evaluating the overall financial
staternent presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above represent fairly, in all material respects,
useful information pertaining to the financial position of Unicharm Corporation as of March 31, 2008
and the results of its operations for the financial period then ended in conformity with accounting

standards generally accepted as fair and reasonable in Japan.

There exists no stake or interest between the Company and this Audit Corporation or its Managing
Partners that ought to be stated herein pursuant to the provisions of the Certified Public Accountant
Law.

* The foregoing is the digitized version of the matters stated on the original copy of the Report of
Independent Auditors, and the said original copy is being separately kept in custody of the Company
(which submits the Financial Statement Report).
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Company Representative ;
Contact Person :
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FY2009 Consolidated Financial Results

for the First Quarter Ended June 30, 2009
(April 1,2008 through Juna 30, 2008}
(All financial information has been prepared in accordancs with accounting principles generally accepted in Japan)

Unicharm Corporation
First Section,Tokyo Stock Exchange in Japan
8113

http://www.unicharm.co.jp
Takahisa Takahara ,President and Chief Exective Officer
Atsushi Iwata , Executive Officer
(03) 3451 - 5111

1.Consolidated Results of the First Quarter Ended June 30, 2008

"KESSAN TANSHIN®

July 81, 2008

(1) Consolidated financial results (Amounts less than one mil|ion yen are omitted)
(The percentage firures the represent the percentage
of increase or decrease against the same period of
the previous year.)
Net Sales Operating Income Ordinary Income Net income
Million yen 9 Million ven Millien yen 9% Million ven %%
15tQ FY 2009 83,947 - 7,574 - 8,122 - 4117 -
15tQ FY 2008 77,743 11.¢ 6,122 16.9 6,325 22.5 2,810 3.3
Net income - Net income
Per share-bagic | FPer share-diluted |
Ye Yen]
1stQ FY 2009 64. 61 -
15tQ FY 2008 43, 62 43. 50
(2) Consolidated financial position
Total assets Shareholders' equity ch Raio of . shareholder’ equity
areholdereouity | pershare |
Million yen Yen| % Yen
1stQ FY 2009 273,253 181, 476 60.1 2,578. 11
165tQ FY 2008 275, 435 179, 170 58. 9 2,545. 79
2. Projected Financial Results for theFiscal Year ending March 31, 2009
(April 1, 2008 through March 31, 2009)
e Net Sales Operating Income Ordinary Inpcome Net Income
Million yen % Million yen 99| Million yen 94| Million yen %)
Interim 162,000 4.1 14,800 0.6 14,200 & 2.2 7100 0.6
Full Year 352,000 4.5 36, 000 6.1 34, 400 6. 4 17, 500 4.9




Consolidated Balance Sheets

1st quarter FY2009
{As of June 30, 2008)

Year Ended FY2008
(As of March 31, 2008)

Million yen o4 Million yen %
(ASSETS)
I CURRENT ASSETS 155,629 57.0 157,751 57.3
I FIXED ASSETS 273,253 100.0 117,684 42.7
Net property,plant and equipment 85,810 114 86,463 314
Software and Intangibles 4,649 1.7 3,745 14
Investments and Other Assets 27,064 9.9 27,476 9.9
TOTAL 273,263 100.0 275,435 100.0
(LIABILITIES)
I CURRENT LIABILITIES 77,238 283 82,433 30.0
I LONG-TERM LIABILITIES 14,539 5.3 13,831 5.0
TOTAL LIABILITIES 91,777 33.6 96,265 35.0
{Net Assets) 0.0
1 Owners' Equity 163,539 58.8 160,785 58.4
I Valuation, Translation Adjustment and Othe 772 0.3 1.465 0.5
I Minority Interests 17,164 6.3 16,919 6.1
Total nef assets 181,476 66.4 179,170 65.0
Total liabilities,net assets 273,253 100.0 275435 100.0
Consolidated Statements of Income
1st quarter FY2009 Year Ended FY2008
{As of June 30, 2008) (As of March 31, 2008)
Million yen % Million yen %
% %
I NET SALES 83,947 100.0 336,864 100.0
I COST OF SALES 50,345 60.0 196,130 58.2
Gross profit 33,601 40.0 140,734 418
SELLING,GENERAL AND
IT ADMINISTRATIVE EXPENSES 26,027 31.0 107,002 31.8
Operating income 7,574 90 33,731 10.0
IV NON-OPERATING INCOME 1,093 1.3 2,021 06
¥V NON-OPERATING EXPENSES 545 0.6 3,425 1.0
Ordinary income 8,122 8.7 32,327 9.6
VI EXTRAORDIMARY INCOME 6 0.0 388 0.1
VI EXTRAORDIMARY LOSSES 163 0.2 832 0.2
Income before Income taxes 7,965 8.5 31,893 9.5
Income Taxes - Current 2,655 32 12,509
Income Taxes - Deferred 75 0.1 - A126
Minority interests in net income 1,117 1.3 2,827 0.8
Net income 4,117 4.8 18,683 5.0
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QUARTERLY REPORT

1. This is a hard-copy report that reproduces the Quarterly Report
submitted via the Electronic Disclosure for Investors® Network
(EDINET) complying with Article 27-30-2 of the Financial Instruments
and Exchange Law. A table of contents and some additional pages
have been added.

2. The Quarterly Review Report attached to the Quarterly Report, which
was submifted by means of the abovementioned method, and the
Confirmation submitted along with the Quarterly Report are on file at

the end of this document.
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" Part1 [Corporate Information]

Section I [General Status of the Company]

1. [Trends in Key Business Indicators, etc.]

Key Business Indicators, etc. (consolidated basis)

1st Quarter
Period Consolidated Fiscal 48th Fiscal Year
i Period of
49th Fiscal Year
. . from April 1, 2008 From April 1, 2007
Fisca} Period 10 June 30, 2008 to March 31, 2008
Net Sales {Millions of Yen) 83,947 336,864
Ordinary Income (Millions of Yen) 8,122 32,327
Net Income (Millions of Yen) 4117 16,683
Net Assets (Millions of Yen) 181,476 179,170
Total Assets (Millions of Yen) 273,253 275,435
Net Assets per Share (Yen) 2,578.11 2,545.79
Net Income per Share {Yen) 64.61 255.39
Net Income per Share after Adjustment
of Stock Equivalents {Yen) - 259.31
Equity Ratio (%) 60.1 580
Cash Flows from Operating Activitics
. (Millions of Yen) 4,788 45,308
Cash Flows from Investing Activities
(Millions of Yen) (18,868) (10,091)
Cash Flows from Financing Activities
{Millions of Yen) (1,950) (12,585)
Balance of Cash and Cash Equivalents
as of End of the Quarter
(Millions of Yen) 71,112 87317
Number of Employees
6,564 6,461

(Notes)

1. No Trend in Key Business Indicators, etc. is described above, as the Company prepares quarterly consolidated

financial statements.

Consumption Taxes, ete. arc not included in net sales figures.

3. Quarterly net income per share afier adjustment is not shown as there were no stock equivalents having a dilutive

effect.
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[Business Contents]

During the 1st quarter under review, there was no material change in the contents of the business
operated by the Unicharm Group (the Company and its affiliates).

Major affiliates of the Company remained unchanged.

[Affiliates]

During the 1st quarter under review, major affiliates of the Company remained unchanged.

[Perscnnel]
(1} Number of Employees (consolidated basis)
As of Tune 30, 2008

Number of Employzes 6,564 (1,984)

(Notes)

1. Numbers include only the employees in active service at the time.

2. Figures in brackets denote the average number of temporary employees during the 15t quarter under review,
3. Figures in brackets include contract employees and part-time employecs.

(2) Number of Employees of the Company
As of June 30, 2008

Number of Employzes 1,014 (302)

(Notes)

4,  Numbers include only the cmpluyccé in active service at the time,

5.  Figures in brackets denote the average number of temporary employees during the 1st quarter under review,
6.  Figures in brackets include contract employees and part-time employees.
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Section 2 [State of Business]

1. [Production, Orders (Received) and Sales)

(1) Production Results

1st Quarter of 49th Fiscal Year
{from April 1, 2008
Business Segment 10 June 30, 2008
Amount (Millions of Yen)
Personal Care 71,095
Pzt Care 10,692
Others 2,708
Total 84,456

(Notes) 1. The foregoing amounts are expressed in sales price equivalents.
2. The foregoing amounts do not include consumption tax, etc.

(2) Orders (Received)

The Company does not produce its products on a job-order basis.

(3) Sales Results

1st Quarter of 49th Fiscal Year
(from April 1, 2008
Business Segment to June 30, 2008
Amount (Millions of Yen)

Personal Care
Baby and child care products 35,100
Feminine care products 17,085
Others 18,196
_ Sub Total 70,381
Pet Care 10,840
Others 2,725
Total 83,947

(Notes) 1. Sales by major wholesale distributor and ratio of net sales.

Wholesale distributor 15t Quarter of 49th Fiscal Year
(from July 1, 2008 to September 30, 2008)
Sales Ratio of net sales
{Millions of Yen) ' (%)
ARATA Co., Lid. 10,325 12.3

2. The foregoing amounts do not include consumption tax, etc.
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2. [Important Business Contracts / Alliances, etc.]

No materially important contracts, etc. were executed during the 1st quarter under review.

3. [Analysis of Financial Position and Business Performance]

The results of the analysis made by the Unicharm Group (the Company and its affiliates) as of the

submission date of this Quarterly Report are as follows.

(1) Analysis of Business Performance

During the 1st quarter of its 49th fiscal year, the Company had focused its efforts on the
reinforcement of the major domestic business and the expansion of the overseas business,
with the aim of achieving the 7th midterm management plan called “the Global 10 Plan.”
More specifically, in the domestic personal care business, the Company had strived to
improve the profitability by introducing highly value-added products and stabilizing prices.
At the same time, the Company had taken variety of measures to build product lines that suit
the four recent pet trends: (i) indoor pet keeping, (ii} popularity of smaller dogs (i) aging of
pets, and (iv) pet obesity. .

On the overseas front, the Company had endeavored to enhance the baby care business in
Asia, particularly China and Indonesia, in order to further grow its business in the largest
market in the world. The Company had also successfully boosted sales in Taiwan, South
Korea, Middle East and North Africa. As a result, operating income, ordinary income and
net income for the 1st quarter of the 49th fiscal vear jumped to ¥83.947 billion, ¥7.574 billion,
¥8.122 billion and ¥4.117 billion, respectively.

The Company’s performance by business segment are as follows:

1) Personal Care Business
In the personal care business, net sales and operating income for the 1st quarter of the 49th

fiscal year amounted to ¥70.381 billion and ¥5.733 billion, respectively.

» ' Baby and child care business
In Japan, the Company released such eco-friendly products as Moony Man Slir;r Pants
and Moony Man Ase Sukkiri with the goal of revitalizing the market, stabilizing prices
and improving profitability. The Company also launched a new concept product, “paper
baby diaper with CO; emission credit,” in response to the growing awareness of the

environmental protection in the society.
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In the overseas business, the Company’s aggressive sales and marketing activities in the
growing markets succeeded, and boosted sales significantly and improved profitability in
China. In Indonesia, sales of Mamypoko Pants Standar was higher than the Company’s
initial projection. In the Middle East and North Africa, especially Saudi Arabia, sales of
the baby care products have been on a rise.

Feminine care business

The Company introduced highly-functional, value-added products in Japan in order to
revitalize the market. The Company had also aggressively engaged in sales activities of
Sofy Super-Sound Sleep sanitary napkin for night use, with the aim of fostering the
highly value-added product category together with Sofy Hada Omoi skin-friendly
sanitary napkin and Cenfer In Compact sanitary napkin. Charm Soft Tampon Super

"Plus sanitary tampon was also launched to expand the target customer segment and to

offer a wider range of products.

"In Asian markets, the Company had intensified sales activities in the area of highly

value-added sanitary napkin products, such as night-use sanitary napkins and slim-type
sanitary napkins. The intensive advertising campaigns for night-use sanitary napkins in
China helped increase the awareness of the Company’s products. Further, the Company

had successfully cut costs, resulted in the improved yield rate and profitability.

Health care business

The Company had strived to boost sales in the health care business by improving the
functions of Lifree pants-type paper diapers and Lifree Relief Pads. Since the light
incontinence care product market is expected to expand as the generation X gets older,
the Company released new value-added products targeting at health elderly people,
including Charm Nap Kyusui Sara Fit L'fghr Panty Liner. B

In the category of business-use products, the Company had endeavored to attract new

customers by proposing its original incontinence care models.

In overseas markets, the Company had accelerated the promotion activities of the Lifree
brand in Taiwan and Thailand while propoesing its original incontinence care models,
achieving steady growth in those countries. In addition, the Company successfully

increased sales of pants-type paper diapers in other regions, mainly in Europe.

Clean & fresh business
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In the clean & fresh business, Wave 3D Floor Wiper was launched from the Wave series,
products designed to propose a new way of cléaning houses. Further, the Company
offered color versions of Wave 3D floor Wiper and Wave Handy Wiper in limited
quantities for the purpose of strengthening the brand’s product lineups and ultimately

increasing sales.

As a part of its overseas strategies, the Company has licensed the sheet technology of
Wave sheet cleaner to Procter & Gamble Co. “Swiffer Dusters™ using such sheet
technology has been sold by the licensee in North Americd and Europe, helping the

Company secure additional royalty revenue,

2) Pet Care Business
Under the slogan of “Create Healthy, Clean, Comfortable Living Conditions for Pets,” the
‘Company has focused its attention on two pet businesses to assist customers to provide more
clean environments to their pets: the pet food business and the pet toiletry business. The
Company had redoubled its efforts to develop products that meet consumers’ nécds, to create
a new market, to expand product lines in response to four major trends among pet owners,

"

namely “indoor pet keeping,” “popularity of smaller dogs,” “aging of pets” and “pet obesity,”

and to promote sales.

In the pet food business, the Company released Silver Dish-Yummy Calorie Control dog
food and Sifver Dish-Yummy Calorie Control cat food to accommodate growing anti-obesity
needs as more pets are kept indoor, neutered or spayed as well as Silver Dish-Yummy Soup,

“soup-type™ wet cat food over which pet owners have more preference,

In the pet toiletry business, the Company added wider-sized Deo Sheet Wide Plus to the Deo
Sheet series, products for disposing of dog excrement.  This allowed the Company to further
satisfy the needs of dog owners with five sizes of Deo products, ranging from regular size,

semi-wide size, wide size, wide plus size to super wide size,

As a result, sales and operating income in the pet care business totaled ¥10.84Q billion and

¥1.698 billion, respectively.

3) Other Businesses
For the 1st quarter of the 49th fiscal year, sales and operating income in other businesses
reached to ¥2.725 billion and ¥114 million, respectively. In the category of business-use

products using its core non-woven fabric and absorbent, the Company’s focus had been on the

-10 -
LEGAL_JP § 2920412.1



)

3

4

)

food wrapping business where supermarkets are main customers. The Company had strived
to promote Fresh Master business-use food wrapper to supermarkets and to increase sales of

such product in the restaurant industry.

Analysis of Financial Position

Total assets as of the end of 1st quarter of the 49th fiscal year was down by ¥2.182 billion
QOQ to ¥273.253 billion, mainly due to a ¥1.782 billion decrease in notes and accounts
receivable. In the meantime, net assets for this quarter jumped by ¥2.305 billion QOQ to
¥181.476 billion, as net income increased by ¥4.117 billion while dividend payments were
reduced to ¥1.465 billion.

Cash Flows
During the 1st quarter of the 49th fiscal year, cash flows from operating activities rose to
¥4,788 billion, as income before taxes and other adjustments, depreciation expenses and

corporate tax, etc. were ¥7.965 billion, ¥3.855 billien and ¥6.637 billion, respectively.

Cash flows from investing activities declined to ¥18.868 billion, mainly due to ¥24.114
billion of payments for acquisition of marketable securities, ¥9.519 billion of payments for
term deposits and ¥17.093 billion of proceeds from sale and redemption of marketable

securities.

Since ¥1.466 billion of dividends were paid to shareholders, cash flows from financing

activities was down to ¥1.95 billion.

For such reasons, cash and cash equivalents at the end of the 1st quarter were ¥71.112 billion,

down by ¥16.205 billion from the previous quarter.

Business and Financial Issues Facing the Group
During the 1st quarter of the 49th fiscal year, the Company had not been faced with any

materiat change in or occurrence of business and financial issues.
Research and Development Activities

Research and development costs totaled ¥1.121 billion for the 1st quarter of the 49th fiscal

year.

-11-
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Section 3 [Facilities and Equipment]

(1) Main Facilities and Equipment
During the 1st quarter under review, there was no material change in the contents of the main

facilities and equipment used by the Unicharm Group (the Company and its affiliates).

(2) Planned Construction, Removal, etc. of Facilities and Equipment
During the 1st quarter under review, there was no construction of important facilities or
equipment, no material change (including removal) and no completion of any important plan

for facilities or equipment that had been planned as of the end of the 1st qlia:ter.

The Company made no new plans during the 1st quarter under review regarding construction

or removal, etc. of important facilities or equipment.

-12-
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Section 4 [State of the Company]

1. [State of Stocks, etc.]
(1) [Aggregate Number, etc. of Shares]

1) [Aggregate Number of Shares]

Type Aggregate Number of Issuable Shares
Common Stock 275,926,364
Total 275,926,364
2) [Shares Issued and Outstanding]
Number of Shares lssued Number of &1 Name of Stock
s of the End of [ssued as of the Date of Exchange or
Type 1st Quarter Report Financial Contents
of 45th Fiscal Year Enstruments Dealers
(as of Junc 30, 2008) | (25 of August 14, 2008) Association
First Section, Tokyo Slar.tdard stock of}he Com?any
Common Stock 68,981,591 68,981,591 Stock Exchange with full un:i&;‘u;lmcd voting
Total 68,981,591 68,981,591 - -
-13 -
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(2) [State of Stock Options, etc.]

Stock Options

The stock options issued pursuant to the provisions of Articles 280-20 and 281-21 of the former

Commercial Code (revised in 2001) are as follows:

Resolution of Regular General Mesting of Sharcholders held on June 29, 2004

As of the End of 151 Quarter of 45th Fiscal Year
(as of June 30, 2008)

Number of Stock Options 6,307
Number of Stock Options held by the _
Company

Type of Stock Common Stock
Number of Shares . 680,700
Amount Paid In at the Time of Exercise of 5,702 per share

Stock Option (Yen)

Period for Exercise of Stock Option

July 1, 2007 - June 30, 2009

Issuance Price of Stocks and Amount
Credited to Equity in the Case of lssuing
Stocks through Exercise of Stock Cption
(Yen)

Issuance Price 5,702

Amount credited to equirty 2,851

Terms and Conditions of Exercise of Stock

Option

1) The holders of Stock Options may not exercise them if the market price of the
common stock of the Company at the time of exercise of the relevant Stock Options is
less than ¥8,200 (which amount shall be adjusted in the same manner as for adjustment
of the issuance price if eny cause arises for adjusting the relevant issuance price),

2) Other terms and conditions of exercise arc subject to approval by the Board of
Directors of the Company,

Matters Relating to Transfer of Stock
Option

Transfer of warrants (stock options) is subject to the approval by the board of direotors of
the company.

Matters Relaied 1o Substitute Peyment

Matters Related to Issvance of Stock
Options Following the Organizational
Restructuring

(Notes} 1. The number of stocks represented by one Stock Option is one hundred.
2. The number of shares subject to the stock option means the number of new shares scheduled to be issued as per the
resolution of the Regular General Meeting of Shareholders less the number of rights eliminated or relinguished for reasons

of retirement, eic.

3. Upon occurrence of 1) or 2) below following the issuance of Siock Options, the paid-in capital amounts shal} be adjusted
in accordance with the respective formula (with any fraction rounded up to the nearest yen).

1) Anevent in which the Company carries out stock split or reverse stock split:

Paid-in capital after adjustment=

Paid-in capital before adjustmentx

I
Ratio of stock split or reverse stock split

2)  An event in which the Company issues new ordinary stocks of the Company or disposes of

its treasury ordinary stocks at a price lower than market price:

Paid-in capital after adjustment=

Paid-in capital before adjustmentx

Number of shares previously issued +

Number of shares newly issued x Paid - in amount per share

Market price

Number of shares previously issued + Increase in number of shares as a result of new issuance

LEGAL_JP # 2920412.1
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(3) [State of Rights Pian]
Not applicable.

(4) [State of Aggregate Number of Stocks Issued and Outstanding, Capital, etc.]

lcn:l:ln rﬁﬁn:;u:ff ll:slmnrm%irm:f Chan;c in Balan_ce of C-hange in B.a!anoe of
Date outstanding outstanding . '.:apm‘l : gapual capl!‘.al feserve ca?‘@ feserve
shares shares {Millions of Yen} | {Millicns of Yen) | (MiHlions of Yen) | (Milliens of Yen)
From Apri 1, 2008 .| 68,981,591 . 15,992 . 18,590

(5) [Principal Shareholders]
During the 1st quarter of the 49th fiscal year, the Company confirmed no change of its

principal shareholders.

(Notes)

1. On April 22, 2008, Capital Guardian Trust Company and three other joint sharcholders submitted a Large
Shareholding Report (Amendment Report) in relation to the Company’s shares, stating that it held the
below-noted stock certificates, etc. s of April 15, 2008. However, the Company did not include it in the
foregoing list of principal sharcholders as the Company was unable to confirm the number of beneficiary
stockholders as of the end of the Ist quarter under review. The contents of the Large Sharcholding Report
by Capital Guardian Trust Company and three other joint sharcholders are as follows:

Number of Shares Held Percentage of Shares
Name Address (in thousand shares) | Certificates Held (%)
gﬁiﬁny Ga::r diﬁx I:rhu:: 333 South Hope Suect, Los 4,910 712
gy Angeles, California, 11.5.A. ' ’
joint sharcholders ’

-15-
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(6) [Voting Rights]

Instead of the number of voting rights as of the end of the 15t quarter of the 49th fiscal year, that as

of the immediately preceding record date, or the March 31, 2008, recorded in the shareholder

register of the Company is described below, since the Company were unable to confirm the

number of beneficiary stockholders as of the end of the st quarter of the 49th fiscal year.
1) [Shares lssued and Outstanding]

As of March 31, 2008

Category

Number of Shares

Number of
Voting Rights

Contents

Non-Voting Shares

Shares with Limited Voting
Right (Treasury Stock, etc.)

Shares with Limited Veting
Right {Qthers)

Shares with Full Voting Rights
(Treasury Stock, etc.)

(Treasury Stock)
Common Stock 5,248,300

Standard shares of our Company with
no limitation imposed on their rights

Shares with Full Voting Right
(Others)

Common Stock
63,698,000

636,980

Same as above

Fractional Shares

Common Stock
35,291

Same as above

Agpgregate  Number of Shares
Issued and Outstanding

68,981,591

Aggregate Number of

Shareholders’ Voting Rights

636,980

{Notes)

of Japan Securities Depository Center Inc,
2. “Fractional shares™ include 3 treasury shares held by the Company.

2) [Treasury Shares, etc.]

1. “Shares with Full Voting Right (Others)” inctude 1,000 shares (representing 10 voting rights) in the name

As of March 31, 2008

Percantage of Shares

Number of Number of Aggregate Held in Relation ro

Name of Owner Address of Owner Shares Held in Shares Held in Number of Appregste Number

Its Own Name Others’ Names Shares Held of Shares
Chatstanding
(Treasury Shares) 182 Shimpbun, Kinsei-cho, .

Unicharm Corporation Shikoku-Chuo City, Ehime 5,248,300 5,248,300 7.61
Total - 5,248 300 5,248,300 7.61

2. [Changes in Share Price]
[Monthly Share Price Highs and Lows during 1st Quarter Under Review)

Month April 2008 May 2008 June 2008
High (Yen) 7,340 7,650 7,920
Low (Yen) 6,640 7,190 7,090

{Note) Share price highs and lows are from the First Section, Tokyo Stock Exchange.

3. [Executive Officers]

There were no changes in executive directors during the period from the submission of the

previous fiscal year’s Annual Securities Report and submission of this Quarterly Report.

LEGAL_JP # 2920412.1
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Section 5 [Financial Standing]

1. Method of Preparation of Quarterly Consolidated Financial Statements

The quarterly consolidated financial statements of the Company are prepared in accordance with
the Rules Concemning Terms, Forms and Methods of Preparation of Quarterly Consolidated
Financial Statements (Cabinet Office Ordinance No. 64, 2007; hereinafter referred to as the “Rules
on Quarterly Consolidated Financial Statements™).

Further, pursuant to the Proviso of Article 7, Paragraph 1, Item 5 of the Supplementary Provisions
of “the Cabinet Office Ordinance to Partially Revise the Rules Concerning Terms, Forms and
Methods of Preparation of Financial Statements, Etc.” (Cabinet Office Ordinance No. 50, August
7, 2008), the quarterly consolidated financial staternents of the Company for the 1st guarter
consolidated fiscal period (from April 1, 2008 .to June 30, 2008) of the 49th fiscal year were
prepared in accordance with the pre-revised Rules on Quarterly Consolidated Financial
Statements.

2.  Audit Certification
Pursuant to Article 193-2, Paragraph 1 of the Financial Instruments and Exchange Law, the
Company had Audit Corporation Tohmatsu review the quarterly consolidated financial statements )
of the Company for the 1st quarter consolidated fiscal period (from April 1, 2008 to June 30,
2008) of the 49th fiscal year.

-17-
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3. [Quarterly Consolidated Financial Statements, etc.]
(1) [Quarterly Consolidated Balance Sheet]

{Amounts in Millions of Yen)

Condensed Consolidated Balance
Sheet for 48th Fiscal Year
(as of March 31, 2008)
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{Amounts in Millions of Yen)
Condensed Consolidated Balance
Sheet for 48th Fiscal Year
(as of March 31, 2008)

End of 1st Quarter of 49th Fiscal Year
(as of September 30, 2008)
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R R S S e
Bl e PR

wasenn
2,707

¥ ;:.t.‘t.‘»«‘-i:?“i:a E?“ R R B‘z‘?ﬂ."::f_ﬁ%l' Py

R R TS

i ot 08 8 ST Rl e LT
Yo e for]
Resere for homises

Long-term liabilities

; mknﬂgstem.z‘m-.‘-lggﬁjﬁugig}ﬁ_g-;.-»a,mg.-,_, 5

farren

=
!:?L- £
T

paishttes

T W o
e ST B o
P

_ 157,085
LG8 H30) 5

163,539

e

rRTeTh

B e ‘L- 5
: TSR
STy

e e b
CRdusthentoy ont

772

farfrdie A R R
MO res Y bt

Total net assets
TSt ibbiliestand s
WL EiRud 7

e
20t ne:
T s O

T

LEGAL_JP # 2920412.1




{2) [Quarterly Consolidated Statement of Income]
[Consolidated Statement of Income for 1st Quarter Consolidated Fiscal Period]
{Amounts in Millions of Yen)

15t Quarter Consolidated Fiscal Period
of 49th Fiscal Year
(from April 1, 2008 to June 30, 2008)
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3 [Quarterly Consolidated Statement of Cash Flows]
(Amounts in Millions of Yen)
1st Quarter Consolidated Fiscal Period
of 49th Fiscal Year
(from April 1, 2008 to June 30, 2008)
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[Material Events or Conditions that Could Raise Doubts over the Company's Pasition as a Going
Concer]
1st Quarter of 49th Fiscal Year (from April 1, 2008 to June 30, 2008)
Not applicable.

[Changes in Important Matters Affecting the Preparation of Quarterly Consolidated Financial
Statements]

1st Quarter Consolidated Fiscal Period of 45th Fiscal Year
{from April 1, 2008 to June 30, 2008)

1. Changes in Accounting Standards
{1) Accounting Standards for Calculation of Inventories
The Company had calculated its inventories mainly by using the periodic average cost method,
However, as “the Accounting Standards for Calculation of Inventories™ (Corporate Accounting
Standard No. 9, July 5, 2006) became effective during the 1st quarter of the 49th fiscal year, its
inventories have been calculated mainly by using the periodic average cost method (where market
value shall be recorded in the balance sheet in case of the decline in profitability).

Such change has had a minor effect on the Company's profits or losses.

(2) Provisional Accounting Methods in Preparation of Consolidated Financial Statements with
respect to Overseas Subsidiaries
Since the 1st quarter of its 49th fiscal year, the Company has adopted “the Provisional
Accounting Methods in Preparation of Consolidated Financial Statements with respect to
Overseas Subsidiaries” (Operational Response Report No. 18, May 17, 2006, the Corporate
Accounting Standards Committee) and has made necessary adjustments in its consolidated
financial statements.

Such change has had a minor effect on the Company’s profits or losses.

(3) Accounting Standard for Lease Transactions .
As for financial leases other than those where the ownership of the leased properties shall be
deemed to be transferred to the lessees (such financial leases shall be hereinafter referred to as
the “non-transferable financial leases™), the Company had adopted the accounting method similar
to that applied to conventional leases. However, as “the Accounting Standard for Lease
Transactions” (Corporate Accounting Standard No. 13 (June 17, 1993 (First Committee of the
Business Accounting Council), amended on March 30, 2007)) and *the Guidelines for the
Application of the Accounting Standards for Lease Transactions” (Guideline for the Application
of Corporate Accounting Standard No. 16 (January 18, 1994 {(Accounting System Committee of
the Japanese Institute of Certified Public Accountants), amended on March 30, 2007) became

9.
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applicable to the quarterly consolidated financial statements for the fiscal year commencing on
April 1, 2008 or thereafter, the Company has adopted the accounting method similar to that
applied to general purchase and sale transactions in accordance with the aforesaid accounting
standards, etc. since the Ist quarter of its 49th fiscal year. Accordingly, the Company has
depreciated lease assets for non-transferable financial leases by using the straight line method
where their useful life shall be equal to the lease period and their residual value shall be zero.

Pertaining to non-transferable financial leases whose effective dates came before April 1, 2008,
the Company has treated lease assets as if the Company received as of the beginning of the
applicable fiscal year the amount equivalent to the prepaid lease fees as of the end of the previous

fiscal year.

Such change has had a minor effect on the Company’s profits or tosses.

[Simplified Accounting Methods]
Ist Quarter Consolidated Fiscal Period of the 49th fiscal year
- {from April 1, 2008 to June 30, 2008)
Not applicable.

[Speciat Accounting Methods for the Preparation of Quarterly Consolidated Financial Statements]
1st Quarter Consolidated Fiscal Period of the 49th fiscal year
(from April 1, 2008 to June 30, 2008}
Not applicable.
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[Additional Information]

1st Quarter Consolidated Fiscal Period of the 49th fiscal year

(from April 1, 2008 to June 30, 2008)

(Change in the Useful Life for Tangible Fixed Assets)
In conjunction with the revisions to the Corporate Tax Law in fiscal 2008, the Company

reviewed the usage of its assets, ete. and the useful life for tangible fixed assets has been

changed commencing on the 1st quarter of this fiscal year. Accordingly, operating income,

ordinary income and quarterly net income before taxes and other adjustments for 1st quarter

consolidated fiscal period of the 4%th fiscal year were declined by ¥275 million each. The

effects of such change on segments are described in applicable sections.

[Notes]
{Quarterly Consolidated Balance Sheet)

End of 15t Quarter of 45th Fiscal Year
{as of June 30, 2008)

End of 48th Fiscal Year
(as of March 31, 2008)

*1  Accumulated depreciation on tangible fixed assets:
¥134.723 billion

*1  Accumulated depreciation on tangible fixed assets:
¥133.16% billion

2 Guarantee obligations
The Company's guarantee obligations against
borrowings of non-consolidated companies from
financial institutions are as follows:

Clean Plaza Co-op:  ¥75 million

2 Guarantee obligations
The Company's guarantee obligations against
borrowings of non-consolidated companies from
financial institutions are as follows:

Clean Plaza Co-op: ~ ¥84 million
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(Quarterly Consolidated Statement of Income)
(Amounts in Millions of Yen)

15t Quarter Consolidated Fiscal Period
of 49th Fiscal Year
(from April 1, 2008 to June 30, 2008)
*] Breakdown of main items in sclling general and

administrative expenses
Sales-related transportation expenses 4,303
Sale promotion expenses 8,718
Advertising expenses 2,368
Employees® salaries and bonuses 2,500
Amount newly positioned as provision for
employees® bonuses 797
Amount newly positioned as provision for
severance benefits 28]
Depreciation expenses 530

{Quarterly Consolidated Statement of Cash Flows)
(Amounts in Millions of Yen)

15t Quarter Consolidated Fiscal Period of 49th Fiscal Year
{From April 1, 2008 to June 30, 2008)

Relationship between the amount of cash and cash equivalents
outstanding as of the end of the 1st quarter and quarterly consolidated
balance sheet items:

Cash and deposits 74,096
Marketable securities 17,501
Total 91,597
Term deposits with terms exceeding three months 7,484
Beneficiary certificates of securities investment

13,001
trust
Cash and cash equivalents 71,112

(Shareholders’ Equity, Etc.)
1st quarter consolidated fiscal period of 49th fiscal year (from April 1, 2008 to June 30, 2008)

1. Matters regarding shares issued and outstanding

) End of lst Quarter
Type of stock of 49th Fiscal Year
(Shares)
Common stock 68,981,591

2. Matters regarding treasury shares

End of 1st Quarter
Type of stock of 49th Fiscal Year
(Shares)
Common stock 5,248,467
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3. Ttemns regarding dividends

(1) Dividends paid

o Total amount .
Financial £ dividend Dividend
Resolution of stock | resource for | oy v > per share Record date | Effective date
(Millions of

dividends ven) (Yen)
Regular Genceral
Meeting of Common Retained March 31,
Sharcholders held on stock earnings 1,463 23 2008 June 9, 2008
May 26, 2008

(2) Dividends for which record date falls in the period commencing at the beginning of this fiscal year
and ending at the end of the 1st quarter but for which effective date comes after the end of the Ist
quarter

Not applicable.

4. Matters regarding significant changes in shareholders’ equity

Not applicable.

(Lease Transactions)

Not applicable.

(Marketable Securities)
The amount of marketable securities recorded in the quarterly consolidated balance sheet remained

unchanged in a material manner since the end of the previous fiscal year.

(Derivative Transactions)
The amount of contracts, etc. for derivative transactions as of the end of the 1st quarter remained

unchanged in a material manner since the end of the previous fiscal year.

(Stock Options)
Not applicable.
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(Segment Information)
[Segment Information by Business Type]

1st Quarter Consolidated Fiscal Period of 45th Fiscal Year (from April 1, 2008 1o June 30, 2008)
{Amounts in Millions of Yen)

Personal care Pet care Others Total gxl)ir':;z:;i?‘:i?li Consolidation

Sales
(1) Sales to extemat

customers 70,381 10,840 2,725 83,947 - 83,947
(2) Internal sales or

transfers across

segments 0 - i 1 (U] -
Total 70,382 10,840 2,726 83,949 0 83,947
Operating income 5,733 1,698 114 7,546 2 7,514

(Notes) 1. Method of segmenting businesses
Businesses are segmented based on the sales volume classification of the Company, taking similarities in
product, sates market, etc. into account.

2. Main products by business segment
(1) Personal care Baby and child care products, feminine care preducts, health care products
(2) Petcare ... Pet foods, pet toiletries
{(3) Others .....coevvveerene Food-wrapping materials, industrial materials, financing operations, ctc.

3. As stated in “Additional Information,” in conjunction with the revisions to the Corporate Tax Law in 2008,
the Company reviewed the usage of its assets, etc. and the useful life for machinery and equipment was
changed. Consequently, operating expenses in the business segments of * personal care,” “pet care™ and
“others” for the Ist quarter consolidated fiscal peried increased by ¥256 million, ¥13 million and ¥4
million, respectively, while operating income in such segments for the same period declined by the same
amounts, respectively.

[Segment Information by Region]
1st Quarter Consolidated Fiscal Period of 49th Fisca! Year (from April 1, 2008 to June 30, 2008)
{Amounts in Millions of Yen)

Japen Asia | paobeind | g | Eiminelon et | Consalidaton

Sales
(1) Sales to external

customers 52,137 19,493 12,316 83,947 - §3,947
{2) Internal sales or

transfers across .

seements 2,850 660 - 3,351 (3,551) -
Total 55,027 20,154 12,316 87,498 (3,551) 83,947
Operating income 4,416 2,87 250 7,577 (3) 7,574

{Notes} 1. Classification of country or region is based on geographical proximity.
2. Main countries or areas classified inte regions other than Japan:
(1) Asia ......cooeee Taiwan, China, South Kores, Thailand, ete.
(2) Others .................. The Nethertands and Saudi Arabia

3. As stated in “Additional Information,” in conjunction with the revisions to the Corporate Tax Law in 2008,
the Company reviewed the usage of its assets, etc. and the useful life for machinery and equipment was
changed. Consequently, in Japan, operating expenses for the ist quarter consolidated fiscal period
increased by ¥275 miltion while operating income for the same period declined by the same emount.
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[Overseas Sales]

1st Quarter Consolidated Fiscal Period of 49th Fiscal Year (from April 1, 2008 to June 30, 2008)

Middle East,
. North Affica
Asia Europe and North Total
America
L Overseas sales (Ml]hﬁns Ofch) 19’494 9,270 4452 33,211
Il.  Consolidated sales (Millions of
Yen) - - - 83,947
III. Overseas sales as a percentage of
consolidated sales (%) 232 - 11.0 5.3 39.6
{Notes) 1. Classification of country or region is based on geographical proximity.
2. Major countrics/regions belonging to each category.
(1) Asia . Taiwan, Ching, South Korea, Thailand, etc.
(2) Ewrope ...............The Netherlands, etc,
(3) Middle East, North Africa end North America. .. .........Saudi Arabia, Egypy, U.5.A., etc.

(Business Combination, Etc.)

Not applicable,

LEGAL_JP # 29204121
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(Per-Share Information)

1. Net Assets per Share (Yen)

Endg of 151 Quarter of 49th Fiscal Year End of 48th Fiscal Year

(as of June 30, 2008) (as of March 31, 2008)
Net assets per share Net assets per share
‘ 2,578.11 2,545.79
(Note) The calculation bases are as follows:
ltem End of 1st Quarter of 49th Fiscal Year End of 48th Fiscal Year
{as of June 30, 2008) _(as of March 31, 2008)

Total net assets in the conselidated balance
sheet (Millions of Yen) 181,476 179,170
Net assets relevant to shares in common
stock
(Millions of Yen) 164311 162,251
Breakdown of major differences

Minority inierests 17,164 16,919
Number of shares in common stock issued
and ontstanding {Thousands of shareg) 68,981 68,981
Number of treasury shares in common stock
{Thousands of shares) 5,248 5,248
Number of shares in common stock issued
and outstanding used in calculation of net
assets per share {Thousands of shares) 63,733 63,733

2. Quarterly Net Income per Share and Quarterly Net Income per Share after Adjustments

1st Quarter Consolidated Fiscal Period of 49th Fiscal Year

(Yen)
st Quarter Consolidated Fiscal Period of 49th Fiscal Year
(from April 1, 2008 to June 30, 2008)
Quarterly net income per share 64.61
Quarterly net income per share after adjustment -

(Note) 1. Quarterly net income per share after adjustment is not shown as there were no stock

equivalents having a dilutive effect.

2. The calculation bases are as follows:

Item

1st Quanter Consolidated Fiscal
Period of 4%th Fiscal Year
(from April 1, 2008
to June 30, 2008)

Quarterly net income in the quarterly consclidated statement of income {(Millions of

Yen) 4,117
Amount not attributable to common stock holders (Millions of Yen} -
Quarterly net income rclevant to shares in common stock (Millions of Yen) 4,117
Average number of shares in common stock during period (Thousands of shares) 63,733

Increase in the number of shares in common stock used in calculation of quarterly
net income per share after adjustment (Thousands of shares)

Qutline of a material change in the number of residual shares which, due to the

absence of dilutive cffect, was not included in calculation of the amount of quarterly |-

net income per share after adjustment, if applicable
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(Important Subsequent Events)
Not applicable.

2 [Others]
Not applicable.

LEGAL_JP # 2920412.1
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PART 2 [Information on Guarantors, etc. of the Company]

Not applicable.
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Quarterly Review Report by Independent Auditors

August 8, 2008

To: Board of Directors

Unicharm Corporation

Audit Corporation Tohmatsu

Designated Partner
Managing Partner Takao Goto, C.P.A.

Designated Partner

Managing Partner Masahiko Tezuka, C.PA.

Degignated Partner
Managing Partner Seibei Kyojima, C.P.A.

Pursuant to Articie 193-2, Paragraph 1 of the Financial Instruments and Exchange Law, we reviewed
the quarterly consolidated financial statements of Unicharm Corporation (the “Company™) and its
subsidiaries, comprising the quarterly consolidated balance sheets, quarterly consolidated statements of
income and quarterly consolidated statements of cash flows for the 1st quarter consolidated fiscal
period (from April 1, 2008 through June 30, 2008) of the 49th fiscal year (from April 1, 2008 through
March 31, 2009). Responsibility for the preparation of these quarterly consolidated financial
statements rests with the Company’s management. Our responsibility lies in expressing an opinion on
the quarterly consolidated financiat statements based on our independent review,

We conducted our review in accordance with quarterly review standards generally accepted in
Japan. Our quarterly review was performed mainly through interviews with the management and
financial and accounting managers, etc. of the Company as well as analytical and other quarterly
review procedures, which were more limited in their scope than those for fiscal year financial
statements audited in accordance with generally accepted auditing standards in Japan.

In our opinion, the quarterly financial statements referred to above did not represent unfairly, in all
material respects, information pertaining to the consolidated financial position of the Company and its
subsidiaries as of June 30, 2008, the results of their operations for the 1st quarter consolidated fiscal
period ended on such date and their cash flows for the 1st quarter consolidated fiscal period ended on
such date in conformity with standards for preparation of quarterly consolidated financial statements
generally accepted as fair and reasonable in Japan.

There exists no stake or interest between the Company and this Audit Corporation or its Managing

Partners that ought to be stated herein pursuant to the provisions of the Certified Public Accountant
Law.

The End.

(Notes) 1. The foregoing is the digitized version of the matters stated on the original copy of the
Quarterly Review Report by Independent Auditors, and the said original copy is being
separately kept in custody of the Company.

2. Neo XBRL data is included in the scope of the quarterly consolidated financial statements.
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for

Public

Confirmation

Article 24-4-8, Paragraph 1 of the Financial Instruments and
Exchange Law

Director General, Kante Region Finance Bureau

August 14, 2008

Unicharm Kabushiki Kaisha

Unicharm Corporation

Takahisa Takahara, President and Chief Executive Officer

Not applicable

182 Shimobun, Kinsei-cho, Shikoku Chuo-shi, Ehime

(This is the registered domicile of the Company. Actual head
office operations are being conducted at the following location:
Sumitomo Fudosan Mita Twin Building West Wing

3-5-27 Mita, Minato-ku, Tokyo)

Unicharm Corporation Head Office (Tokyo Branch)
(Sumitemo Fudosan Mita Twin Building West Wing

3-5-27 Mita, Minato-ku, Tokyo)

Unicharm Corporation Osaka Branch

(Central Shin-Osaka Building

4-5-36 Miyahara, Yodogawa-ku, Osaka)

Tokyo Stock Exchange

(2-1 Nthonbashi Kabuto-cho, Chuo-ku, Tokyo)
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1  [Matters Regarding the Fairness of the Quarterly Report]

The President and Chief Executive Officer of the Company, Takahisa Takahara, hereby confirms
that the quarterly report of the Company for the 1st quarter of its 49th fiscal year (from April 1,
2008 through June 30, 2008) fairly represents information pursuant to the Financial Instruments and
Exchange Law.

2  [Special Notes]

Not applicable.
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-Aiming for Global Expansion

The Personal Care Business and Pet Care Business experienced
significant sales and operating income growth overseas.
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Unicharm Corporation and Subsidiaries

MilBons of yen
Years Ended March 31 2007
FORTHE PERIOD:
Net sales ¥301,880
Operating income ' 29,930
Net, incorne 15,059
Capital expenditure 21,307
Depredation and amortization 13,185
R&D expenditure 4,332
AT YEAR-END:
Total net assets ¥177,049
Total assets 268,763
PER SHARE DATA: .5, doftars
Net income ¥23231 2.5
Cash dividends 44.00

Note: U.S.dolfar amounts are translated from yen at the rate of ¥100=U.5.$4, the 2pproximate rate on the Tokyo Foreign Exchange Market on March 31, 2008,

Increase in & Sales by Geographic Segment Increase in Net Sales by Business Segment
(¥ Bor) {¥ Bi¥ion)

YoYar owth Rate ) YoV Growth Rate ™

= |apan +5.1 == Personal Care®  +i1.1
o= Asia +279 e Pet Care +179
e Europe / Mdde Best +225 mn Other +38

Total overseas sales +25.7

Net Sales Breakdown by
Business Segment

bi Sales B eakdown

o Japan 646 v Personal Care®* 84.7
== Asia 215 == Pet Care g
= Brope / Mdde st 3.9 == Other . 34

* Inchudes babry and child care, ferninine hygiene and elderly care.
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In Japan and Asia as well as

the rest of the world,
Unicharm aims to become

a leading company in

the absorbent products industry.

In fiscal 2008, ended March 31,2008, Unicharm Corporation’s sales increased ¥35.0 billion compared
with the previous fiscal year, to a record ¥336.9 billion. In [apan, we released high value-added prod-
ucts and products that generated new demand in both the personal care and pet care businesses as
we strove to improve profitability through market rejuvenation. As a result, the feminine care, health
care, dean & fresh and pet care business registered steady rises in sales, with sales in Japan increasing
¥10.6 billion year on year to ¥217.5 billion.

Overseas, sales in the baby and child care business and the feminine care business rose substantially.

In Asta, significant growth occurred in China and Indonesia, and sales increased ¥15.8 billion to ¥72.4
billion from the previous fiscal year: In other regions, there was steady growth in the sales of adult
incontinence products and pants-type disposable diapers for infants in Europe as well as pants-type
disposable diapers for infants in the Middle East and North Africa. Sales to outside customers by
overseas subsidiaries totaled ¥1 1 9.4 billion, accounting for 35.4% of consolidated net sales,

Unicharm's medium-term goal is 1o become the “Number One” cormpany in Asias lifestyle support
industry by providing products and services that create help consumers lead comfortable, happy and
exciting lives. In April 2008, we initiated Globat 10, a new Medium-Term Management Plan, under
which we are aiming to capture a |0% share of the global absorbent products market

From a global standpoint, Unicharm is striving towards sustainable growth in corporate value through
the optimat allocation of management resources and the development of new product lines,

In closing, | wish to thank all our shareholders for their steadfast support and understanding,

July 2008

Takahisa Takahara %__
President and CEC 74—‘
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Unicharm aims to bring comfortable daily lives to people throughout the world by pro-
viding high quality products and services. -

in addition to building on existing structures for producing our dlfferennated products,
we are undertaking Groupwide initiatives improve the quality of products while lowering
costs and to deliver these products to an even greater number of people.

Net Sales
{¥ Bllion)

2004 2005 2006 2007 2008

2401 246.1 2704 3019 3349

6 Unicharm Corporation

The 6th Medium-Term Management Plan: SAPS* Plan

The fiscal year ended March 31,2008, was the kst year of the Schedule-
Q I Action-Performance-Spiral (SAPS) Plan, Over the four years of this
Sixth Medium-Term Management Pian, what did Unicharm achieve?

In line with the SAPS Plan, we undertock injtiatives in three key

A I strategic areas: accelerating growth in Asian markets, the creation
of new mariets by strengthening product development; and the
improvement of cost-competiveness through the restructuring of
the supply chain.The success of these efforts and steady growth
resulted in an 12% increase in net sales to ¥336.2 billlon compared
with the previous fiscal year and a record 13% rise in operating
income to ¥33.7 billion.

Unicharm was one of the first companies to recognize that the domestic market had
matured and. in the second half of the [990s, began concentrating the investment of its
management resources on East Asian markets with the aim of fostering business growth
through the creation and expansion of new markets. A regional assessment of perfor-

" mance shows significant expansion overseas boosted business performance in both

revenues and earnings for the entire Group. Consequerttly, overseas sales and operating
income as a percentage of consolidated net sales and operating income have increased
from 209 to more than 35% and from 12% to 29%, respectively, over the last four years.

Regarding the first strategic area, accelerating growth in Asian markets, initiatives
in such expanding markets as China, Thailand, Indonesia and Malaysia are proceeding
according to plan, resulting in steady growth in both sales and operating income. In
mature markets, strengthened initiatives with regional partners have yielded significant
gains in South Korea and Singapore while revitalizing performance in Taiwan,

In the next strategic area, the creation of new markets by strengthening product
development, Unicharm is developing its business with technology related to the
molding and processing of nonwoven fabrics and absorbent materials, the source of
the Compary's competitiveness. Paying close attention to market and consumer
behavior, we have expanded our product lineup to meet consumer needs and under-
taken initiatives to create and expand markets. Consequently, in the health care
business, the introduction of the Unicharmn Superdimensional Masks and Lifree Absorbent
Slimwear resulted in rejuvenation of the surgical mask market and developrnent of the
absorbent underwear market, Overseas, we strove to develop the entire market,
focusing on the creation of low cost baby and child care products to match individual
market characteristics. In addition, “Mamy Poko Pants Stondar,” new pants-type diapers
were introduced to the Indonesian market during the fiscal year under review.

In the third strategic area, the improvement of cost-competiveness through the
restructuring of the supply chain, Unicharm focused on asset efficiency. From the
perspective of financial stability, we have maintained shareholders’ equity and current



ratios at high levels. In addition, raw material price increases, which surpassed ¥10.0

billion over the four-year period, have been absorbed by efforts to reduce costs

undertaken throughout the Group.

'wﬁu%mmmmwadiewmopemimﬂ:peed by concentrating time and measures on prioritized
s=ues

Q Please outline any issues remaining to be addressed in the after-
: math of the Sixth Medium-Term Management, Plan.

in Japan, we are comtending with issues related to achleving stable prices
A 2 and pramoting cost reductions for improve earnings. Overseas, increas-
ing both revenues and earnings remains an issue, particularly in Asia

Due to intensifying competition resulting from dedining birthrates and an aging population,
as well as ongoing deflation and soaring raw material prices, the profitability of baby and
child care and feminine care products in Japan has weakened. In addition, competition
among global competitors averseas is intensifying To counter these trends, it is imperative
that we transcend corventional ideas and develop revolutionary new products that offer
both "differentiation” and 'standardization,” consclidate production technology to achieve
this, and bolster product and cost-competiveness to cormpete globally '

The 7th Medium-Term Managément Plan: Globa! 10

Q Global 10, Unicharm’s new Medium-Term Management plan began in
April 2008. Under this plan, what direction does Unicharm aim to take?

Under Global 10, Unicharm is aiming to atain the “Number One”
A 3 position in Asia and a |0% share of the global market for honwo-
ven fabrics and absorbent products.

At present, the global absorbent materials market, including disposable diapers and
ferninine care products, is worth approximately ¥3,400 billion annually and is expect-
ed to be valued at ¥4,100 billion by 2010

When a country's average per capita GDP surpasses US$ 1,000, market demand
for ferninine care products increases; when it exceeds LS$3,000, market demand for
disposable baby diapers increases, Based on this, Unicharm is working to maintain its
number one share of the absorbent produets market in Asia. We expect the Asian
market to account for 30% of the global market by 2010. In other words, if Asia’s
share of the world market expands to 30%, Unicharm’s current 6% global share will
expand to 10% by 2010. As a result, we will be positioned to carnpete on a global
scale in the absorbent products business.

Operating Income / Operating Margin

{¥ Bilion)

307 273 285 299 337

128 LI

106 99 100
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Cash Flows/Capital Expenditure

£3Cash Row teFree Cash Flow
(¥ Billon) n Capital Experviture
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Both in Japan and overseas, Unicharm develops high-value-added
products that meet the needs of different regions.Also it has
entered premium markets, Please outline your key strategies for
achieving the goals of Global 10.

In order to compete successfully against global competitors, we

A 4 are establishing global product lines that combine the concepts of
“differentiation” and "standardization,” while undertaking initiatives
to expand the scope of production and strengthen earnings power.

In emerging markets, including developing countries, there is a steadily broadening
base of customers who prefer Unicharm products. Although we continue to custom-
ize products to each region's unigue living emvironment, such as climate, economic
standards, consumer needs and social characteristics, we must respond with even
greater agility, given that the target zone for market growth is changing by the minute.

ft is the sodal mission of Unicharm to provide comfortable daily lives to pecple
throughout the world. In addition to buflding on existing structures that produce our
differentiated high-value-added products, there is a need to create structures to
improve the quality of products while lowering cost and to deliver these products to
an even greater number of people. To that end, we have announced the “Global
Products Line"— a development and manufacturing structure that optimally balances
the two opposite concepts of "differentiation” and "standardization” —in line with
Giobal 10 based on this structure, we are accelerating product development, reduc-
ing manufacturing costs and improving equipment turnover rates to boost our earn-
ings power. As outlined in the Global | plan, we will invest overseas to upgrade
factory production equipment in such countries as Thaitand, China and Indonesia as
well as to accelerate capital expenditures in the Middle East and North Africa, which
has a population of 300 million.

Q 5 What are Unicharm’s plans with regard to domestic operations?

We are aiming to increase our profitability by introducing func-
A 5 donal, high-value-added products,

In the core baby and child care business, the problems we are currently experiencing
include dedlining profitability stemming from ongoing raw materfals price increases
and price competition. In order to address these problems, we must first bolster
marketing policies. This includes steadily implementing such strategies as developing
marketing opportunities by working together with the wholesale and retail industries to




bring about stable prices and the development of high-value-added, premium products.

At the same time, we need to make products more functional, For example,
thanks to innovations in absorbency technologies, the thickness of absorbent material
used in Moonyman Slim Pants diapers, which were lzunched in March 2008, has been
reduced by half. Such innovations are a key factor in the creation of premium products.

In the feminine care business, Unicharm is making effective use of the premium
Centerdn brand, acquired from Shiseido Comparty, Lirited in June 2006, We are
reducing costs through bulk purchasing and the commen usage of raw materials. At
the same time, as customers of Sofy sanitary napkins increase, we are seeking to
accelerate growth and establish greater market presence in this segment. We are also
improving earnings through the Sofy Bodyfit and Sofy Wide-Guard high-value-added
product segments while introducing new product fines, In the health care business,
where Unicharm already has the fargest market share domestically, “absorbert under
wear" is becoming a driver for further growth as the majority of the Baby Boorn
Generation approaches retirement age.We are planning for the further expansion of
the light incontinence products market by bolstering the Lifree Kyusui Shitagi Stimwear
brand, which provides an effective response to incontinence needs and feels just fike
regular underwear. In addition, we are taking steps to further enhance earnings by
upgrading pants-type disposabie diapers for adutts.

In the pet care business, with the emergence of a "pet boom” in Japan this high-
profit, high-growth market is poised 1o expand even further in the areas of both pet
food and toiletries. Based on this, we are aiming to decisively achieve the top domes-
tic market share in this business.

Q 6 Vhat are your policies regarding returns to shareholders?

Unicharm considers the paying of dividends to shareholders to be

A 6 its most Important management policy and, for this reason works
to increase corporate value through the generation of cash flow. In
order to improve its eamings potental, the Company constantly
works to strengthen its business structure and proactively expand
its operations, while adhering to a policy of consistent increases
and stable dividend distribution.

Unicharm maintains a basic policy of providing stable shareholder retumns equivalent
to 50% of net income. Between February | and March 21, 2008, Unicharm repur-
chased 690,000 of its own shares through public offerings (total acquisition cost
¥4,999 million). In fiscal 2008, full-year dividends rose ¥2.00, to ¥46 per share, For
fiscal 2009, we plan an increase of ¥B, for a year-end dividend of ¥54 per share.

Returns to Shareholders’

(¥ Mithon) ou Dividends =3%hare Repurchase
10000

= |740 1,927 2,092 2834 2947
== 5324 0 4973 5999 4999
%) = Ristum ratic == Pryoul ratio
0

—\
Y

2004 2005 2006 2007 2008

435 118 462 587 477
107 18 140 188 |77
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The Baby and Child Care and Femninine Care Businesses
—Twin Drivers of Unicharm’s Global Growth Strategy—-

Unicharm currently stands on the threshold of a new growth pﬁase. Having commenced sales of
sanitary napkins in 1963, Unicharm expanded its business into disposable diapers for infants in
the early 1980 Subsequently, primarily in the Japanese market Unicharm launched a series of
innovative products that included ultrathin sanitary napking in keeping with the evolving fifestyle
needs of Japanese women; disposable diapers for adults in response 1o an aging sodety; and the
Unicharm Superdimensional Mask to protect the body from cold viruses and hay-fever.

Fiscal 2008 was Unicharm's sixth consecutive year of sales growth, and the Company also
recorded its highest-ever operating income. Accelerated overseas business developrment is cur
rently driving Unicharm's growth. In the year under review, the Company’s sales in Japan grew
5.1% while in Asia they showed a notable 27.9% rise, with total overseas sales expanding 25.7%.
There have been two main factors behind this growth. The first was Unicharm's 1984 dedision to
not confine itself to the Japanese market but 1o look to developing overseas markets, focusing on
contributing to people’s quality of life, especially that of babies and women, and concentrating its
efforts on Asia The second factor has involved shifting into top gear the process of expanding
Unicharm's business portfolio through the establishment of local subsidiaries and M&A activities.

Commencing with the establishment of a subsidiary in Taiwan in 1984, Unicharm made fur-
ther inroads into Southeast Asia, launching operations in Thailand in 1987 and Indonesia in 1997.
in addition, Unicharm established a foothold in China in 1995, acquired a company in Saudi
Arabia in 2005 and entered into a joint venture with LG Household & Healthcare Ltd. in South
Korea in 2006, Each of these companies uses detailed strategies based on Unichanm's corporate
philosophy of “Always Delivering Comfort to People through Excellent Products and Services” to
develop products in the growth-driving baby and child care and feminine care businesses—
products that display an understanding of the climates, cultures and social vafues of the regions in
which they are sold and that are tailored o people’s lifestyle needs.

The resutts of this philosophy and strategy speak for themselves, Last year; Unicharm launched
Mamy Poko Ponts Stondar—a product for which the Comparty has high hopes—to a warm recep-
tion in Indonesia, where many people stilt consider disposable diapers & luxury.

Unicharm’s Global Sales Growth

(¥ Biior)
50
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Performance and Strategies

Overseas Sales Reach ¥119.4 billion,
Ratio to Net Sales Expands to 35.4%

Europe

Sales

@ Current-year strategy

Threough collaborative efforts with its
partner; Swedish Celhiose Company SCA
Unicharm will reinforce the European

© Currens-year strategy
Whnicharm is a@ming to &kcelcrate the

widespread use of its products and expand

the rarket development in the region by
lunching new disposable diapers for
wfnts and sanitary napkins onto these
markets and by erhancing its production
capabilittes.

12 Unicharm Corporation

Middle East, North Africat

g

market development of dispesable gapers 4,3 ;

China

Sales

@ Current-year stratagy

With the 2im of expanding business in
Thadand, Unicharm is increasing its share of
the markets for disposable diapers for
infarts and sanitary napkirs by extending
#ts sales petwarrk while increasing austemer
eareness of pams-type disposable diapers
for achits.

Taiwan
Sales

E3

a3

F

E

"

X

5
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] Ya¥
- Sales

SRELAT

© Current-year strategy

As it zims the greater market penetration
of Mamy Polo Aonts Stondor disposable
drapers for infants, Uricharm is planning to
expand its sxles region and increase the
number of stores that stock its prothacts.



Unicharm's Overseas Expansion

Since the 984 inauguration of its local subsidiary in Taiwan, Unicharm has established local bases in
Thafland, Indonesia, Malaysia, Singapore, the Philippines and Vietnam in Southeast Asia 2s well as in
Taiwan, China and Korea in East Asia

In addition to maintaining a particular focus on China, Thailand, Indonesia and Taiwan, Unicharm
has ambitiously injected management resources with its sights firmly set on business expansion in
Asia and gaining the "Nurnber One"' position in terms of market share in the region, The Company’s
market share remains on a growth track

“Today, Unicharm holds the “Number One" share in the feminine care markets in Taiwan and
Thailand and also in the baby and child care markets in Thailand, Indonesia and Singapore.

Outside Asia, Unicharm has local bases in the Nethertands and Saudi Arabla and has gained strategic
foothokds in both the Middle Eastern and North African markets, where growth is expected

Unicharm's overseas sales have reached ¥119.4 biflion in the three-year period ended March
2008 and the ratio of cverseas sales to total net sales has risen from 24% 1o 35%.

Overseas Expansion

1984 . Tawan' .. . Established joint ventures
1987 Thalland ) Established joint ventures }
993" SaudiArabia - | ~Alarce with Gulf Hygenic Industries

Estabiished joint verrtures in the Nethertands
" Establishid joimt ventores - e

Established joint ventures

Established a subsidiary

Overseas Businesses’ Cperarting Income

g“ﬁﬂ):m East m&:m‘ [t
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Global |0: Unicharm’s Seventh Medium-Term Management Plan

Aiming for a 10% Share of the Global Market

With great advances firmly in its sights, Unicharm drew up Global 10, its new Medium-Term
Management Plan, which came into effect at the start of the current fiscal year. Under Global
10, Unicharm is seeking to expand its current 6% share of the global absorbent products mar-
ket to 10% and build an impregﬁable position as a global manufacturer.

Composition of Global Absorbent Products Market {Annual forecast for 2010)

Western Europe-‘ Eastern Europe

T Direct business operations area
EETE] Expoct and licensed butiness ares

= T L S Y T
EXpOrS R D talaless
S e
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Sights Set on Growth Markets [Bbal Absorbent Products #k et and Unicharm Activities
{Unicharm survey

Under Global |0, we are emphasizing

the Asian market, which is set to ac- Sih America
count for 30% of the global absorbent

products market by 2010. Furthermore,

we will make concerted strategic Wtam Grops
moves in the Middle Eastern and North — ’
African markets, where expansion is biZatang

predicied.

bberbSin Siza
¥3 4riltloon

North America

Global Products Line: Product Development to Achieve Global 10 Plan

Having adopted a strategy for overseas expansion, Unicharm is working to improve
its brands' market penetration and heighten its presence through the supply of high-
value-added products. To this end, we strive to understand and appropriately respond
to the differing customns and needs of each country through product development
and customization, Despite our efforts, however, our detailed market research has
shown that although there is great market potential, many people "want to buy
Unicharm but don't” because of price considerations. Thus, to more broadly address
2ok ¥y local needs and ensure our future growth, we must develop products with selling

; %‘%‘H prices that both we and our customers can feel happy with while not compromising
AR “':zgn quality.

% Such standardization has led us to the development of "Global Products Line*
concept, which calls for both meeting diverse consumer needs and achieving cost
reduction. The “Global Products Line" structure, which optimally balances the two
opposite concepts of differentiation and standardization in product development and
manufacturing, is expected to offer the benefits oft
|. Accelerated product development
2. Reduced manufacturing costs

e i vl LRI
esponse;to: s
it e

cit ey R, R
Hpn b I RO Lol i X T Bl
_')‘ o

{Source: Linicharm)
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Casa Study: Global Products Line |
The Story of Mamy Poko Pants Standar Development

No matter where you go in the world, people iove and cherish
their children. For those people who want only the best for their
children but think that disposable diapers are still a high-end
product, Unicharm defivers products at affordable prices.

Locking forward to when it would launch Global 10,
Unicharm faced and surmount some inescapable hurdies in
developing these diapers. Despite never having before worked
‘toward simultaneousty achieving high quality and high value-
added, Unicharm was able to compete against low-priced

Getting Established and Conducting
Doar-to-Door Surveys in Launch Countries

Mamy Poko has performed consistently well in Asia in terms of
regard for its high quality as well as brand awareness and
appeal. Following surveys of the competitive environments and
the needs of a number of countries, we decided on Indanesia
as the faunch country for Mamy Poko due to the high degree
of Unicharm brand penetration and broad-based demand
from high-incorne earners.

.bNext. to develop products tailored to the Indonesian

; mariet, we went doorto-door to find out how people really
what products they use in their daily lives. In addition,
nducted in-depth surveys in order to build up a picture
les and consumption, Over a period of trial testing, we

16 Unicharm Corporation



From Development to Production : =§§s

For us, it was not simply a matter of making cheap products;
we, and our customers, demand a certain level of product
quality. And, without affecting this quality, we had to reduce
costs by eliminating product features that our customers do
not value, Firstly, we decided to manufacture products in
Indonesia to hold down distribution costs. a

By setting new standards in quality management, this
experience demonstrates that product quality need not be
compromised for the sake of costs or considerations s long
as the product’s basic function as weli as each individual's
health and well-being are maintained.

InicHarnTaCtory
in Indonesia

u

oeiemplojecew Ro'Sthgied ™
at Unicharm in }apan

Distribution Strategies that Capitalize on Brands

Shipments of Mamy Poke Pants Standar cormmenced in De-
cember 2007. Utilizing to the fullest extent the deep market
penetration of the Mamy Poko brand, we employed the same
design for the logo and photo as those used for existing
products and chrome yellow for the package color, Leveraging
brand power kept down advertising expenditures and helped
cover the costs of achieving and improving custorner brand
awareness in stores, The product is currently being marketed
chiefly through smal, local stores, and Unicharm is emphasizing
distribution as it improves its sales channel network With its
viston of "delivering to those who want to buy but don't”
meeting with the approval of many small retailers, Unichagiy”
achieved more than the planned number of shipmemsé%@r—
rently, Mamy Poko Pants Standar are enjoying better-tHaI R
expected sales and Unicharm is getting a high reputation'froi
local customers.




In mature markets Unicharm must work to fully convey its preduct value message as it is easy to
become caught up in price competition. The strategy for Japan involves sales promotions with
stepped-up focus on product value using such means as effective sales development campaigns in
collaboratdon with distributors and retailers

Baby and
Child Care
Business |

Thanks 10 advances in absorbency processing technologies, the baby and child care business has
launched Moonyman Slim Pants, which feature absorbent material that is half as thick as that used
in conventional diapers and are the driving force behind Unicharm's drive for premium products.

In addition, expanding sales of Moonyman Haihai Pants and Moonyman Tacchi Pants, which accu-
rately address needs associated with specific child growth development stages, has further strength-
ened sales of pants-type disposable diapers. In addition, we recorded strong sales of improved, half-
thickness, summier limited-edition “'sweat care” Moonyman Ase Suldiri as well as Moonyman Mizu
Asobi Ponts, pants-type disposable diapers for play use that keep dry to the touch even when the
child has wet them In addition Moanyman is central to a CO, erissions rights campaign that seeks
to appeal 10 customers' environmental awareness.

On the other hand, Unicharm is trimming the promaotional costs associated with the Mamy
Poko Pants brand while improving product design and the brand's profitability by raising unit
prices through a revaluation of the number of product pieces per package.

Feminine Care
Business

Having developed FCL. Sheet, our third-generation sanitary napkin 1op-sheet surface material, and
successfully used it in the Sofy Hada Omoi napkin series to attract new users, Unicharm is working to
create new product categories that utilize this technology and improve profitability. In addition, we
are creating demand for high-value-added products in the Sofy ChoJukusui Guard lineup that features
newly developed "airbags™ 1o prevent leakage, having introduced the Ryohada series, which reduces
heat retention, a cause of consumer dissatisfaction in the surmmer, ’

In the tampon category, Charm Soft Tampon Super Plus with high absorbency was launched to
provide greater peace of mind, particularly on heavy flow days. Launching Sofy Kivora panty liners

onto the market as a new product to enhance “women's grooming and appearance,” Unicharm

is endeavoring to improve value added and ‘cuttivate its brapds._ '



Health Care
Business

While increasing the flexibility of the Lifree pants-type disposable adutt diaper series by upgrad-
ing the absarption of Liffee Anshin Nyoteri Pad, Unicharm is evolving point-of-sale proposals
geared to the normal activities of daily life and is working to reinforce the Lifree brand. In its
lineup of moisture-absorbent underwear for the high-growth light incontinence market, Unich-
arm’s focus s on eultivating sales of Liffee Kyusui Shitagi Slimwear by creating an incontinence
product rmarket among otherwise healthy people. In addition, by expanding the number of
facifities handling pants-type diapers for institutional use and high-function pads, Unicharm is
aiming to improve the quality of life of those in need of nursing care.

Clean & Fresh
Business

Focusing on the Wave brand of disposable cleaning products, through which we offer a new
manner of cleaning, we worked to acquire new users and expand repeat sales of Wove
Rittai Floor Wiper. In the case of the Sifcot Wet Tissue brand we nurtured sales of Silcot Wet
Tissue Alcohof Sonitizer Wet Towel, a product that uses rubbing alcehol to provide thorough
sanitization, contributing to market expansion.

Pet Care
Business

Today. as a growing number of people are seeking peace of mind through pet ownership, the

pet-owner relationship is becoming more important. Due to the social phenomena of a

declining birthrate and aging society as welf as to the tendency for people to marry later in

iife, continually the large-scale retirement of baby boomers can be expected to only

accelerate this tendency. !
Against this backdrop, Unicharm is endeavoring to develop products and markets that #

continually meet consumer needs. These efforts take the form of sales promotions and ]

product lineup enhancements to respand to the four ongaing major pet trends in Japan:

caring for pets that are kept indoors, small-sized pats, aging pets and overweight pets.
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Sales in the baby and child care business increased ¥12.6 billion year on yearto A
¥]34.0 billion. . -

In japan, where dermand has dipped due to the dedlining birthrate, the impact of
such factors as soaring costs for raw materials made for an exacting business environ-
ment. Nevertheless, Unicharm continued to develop and launch new products while
making ongoing product improvements. '

Unicharm worked to increase sales and improve its market share by launching
Moonyman Sarara Magic and Moony Saram Mogic with Sarara sheets which are gentle
to infants’ delicate skin.The Company also reviewed its product lineup and endeav-
ored to improve farility operation levels and production efficiency. Also, exdusive new
designs were adopted as [imited time offers for Mamy Poko Pants and Mamy Poko
tape-type dizpers, the latter's price having been increased in spring 2008, while efforts
were made to raise the efficacy of sales promotion costs and improve profitabiity.

Overseas, the market penetration of the Momy Poko brand in Asia was facilitated
by conducting vigorous marketing activities. Consequently, sales growth and improved
profitability were seen, primarily in China, Thailand and Indonesia. In addition, to
broaden the popularity of disposable diapers for infants in indonesia, Mamy Poko
Pants Standor sales were introduced in the economy category.
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Sales in the feminine care business increased ¥7.0 billion compared with the previous
fiscal year, to ¥72.4 billion. '

With the mature Japanese market seeing continued stagnation, Unicharm focused on
developing safe, high-value-added products that deliver comfort while improving
profitability by introducing new products in those segments where they would bring
the best retums.

In sanitary napkins, we launched Sofy Hada Omoi featuring the newly developed
FCL Sheet, which differs from corventional nonwoven fabric and mesh-type surface
materials. By adopting this surface material, we achieved a 90% reduction in menstrual
bleod adhering to the skin and realized a premium product with new added value. In
addition, we worked hard to promote the siim-type category Sofy Body Fit Fuwapita
Siim and nighttime-type Sofy ChoJukusui Guard. The improved Sofy Cho-jukusui Guard,
which was launched in March, incorporates a highly functional side-gathers to prevent
slipping that have dramatically cut leaks. -

In overseas operations, in order to accelerate development in major Asian coun-
tries and regions, we carried out proactive sales and marketing activities focused on
high-value-added nighttime sanitary napkins. These efforts yielded rapid market expan-
sion of and penetration by the Sefy and Chormy brands. As a resutt, we achieved sales
growth exceeding that of market growth in Asia overall and expanded market share,

Annual Report 2008

21



Thé_ﬁéixj’g%% SO0 eneration is forecast to give rise to further expansion in the
light'-igcpﬁh ence market In our efforts to develop the "absorbent underwear”
category and boost profit, we launched such products as the Liffree Kyusui Shitagi
Shimwear for healthy seniors and Lifree Mens Guard Slim incontinence pads for men.

'In addition, to strengthen sales of our highly profitable Unicharm Superdimensionat
Maosks, we added Unicharm Superdimensional Mask for Kids to the range.

In the commercial use area, we enhanced business channels by working closely
with subsicﬁary Unicharm Méinlycke KK, lowered distribution costs and strove to
maintain a stable share of the market ,

In overseas operations, we improved our solid market positions in Tatwan and
Thailand through the accelerated expansion of the Liffee brand and our original
incontinence care offerings. We also steadily boosted sales of pants-type dispasable
diapers, especially in Europe.
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custome ? MB pr'odu&"@ ﬁﬂ nonwoven fabrlc and Zbsorbing technologies
that have been cultivated by our company We sl.rengﬂ'\ened sales focused on three
brands: Wave, Silcot Wet Tissue and Sitcot

For Wave brand sheet cleaners, through which we offer a new manner of clean-
ing. we worked to acquire new users and expand repeat sales by adding to our
product line the Wave Handy Wiper Nobiru Type and the Wave Rittai Floor Wiper,
which ecan pick up particles as large as breadcrumbs and sand. Further improving on
Sifcat Wet Tisswres, we incorporated antibacterial agents derived from green tea into
the Anshin Jokin series to strengthen its functions. We also launched the Silcot Wet
Tissue fokin Wet Towel, which incorporates highly-concentrated rubbing alcohol to
respond to greater hygiene awareness. '

Pet Care Business

in addition to traditional food in cans.we Iaunched Gln no Spoon Pouch, a wet- -type
food in a pouch. We are focusing on sales promotions and on enhancing differenti-
ated product categories to meet growing needs associated with the four pet trends
in Japan, induding keeping indoor pets and caring for aging pets and fat pets.

In the Pet Toiletry Department, we increased sales of Dry Pet Sheet ZERQ Wan
dog excrernent treatment sheets, which are extremely absorbent and fast drying,
absorbing urine three times faster than Unicharm’s previous sheets, We are also
improving and promating the sale of products that respond to the trend of keeping
indoor pets,

Annual Report 2008
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CSR Promotion and Activities

Through the creation and distribution of top-quality preducts and services throughout Japan and
the world, Unicharm is creating a better life for humankind while pursuing sustainable develop-
ment At the same time, we strive to act as a socially responsible corporation in line with this
corporate ideal, and we place a high value on the opinions and efforts of each and every em-
ployee. These two concepts form our basic approach to CSR.

Having experienced increases in revenue thanks to the expansion of its overseas operations
in recent years, Unicharm made the dissemination of CSR to all overseas Group company em-
ployees a major management theme during the year under review. For example, CSR study
sessions involving employees at Unicharm's Chinese subsidianies were held where participants
discussed future CSR initiatives concerning such items as appropriate responses to product
complaints and resource conservation. Through such activities, we will continue to promote issues
related to quality assurance, environmental protection and corporate ethics within the Unicharm
Group.

Regardless of differences in culture and environmerital conditions, every Group employee has
a responsibility to promote the development of Unicharm as a trustworthy enterprise, while
keeping the best interests of stakeholders in mind.
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Environmental Activities:“The Carbon Offset Campaign™

The purpose of the Carbon Offset Campaign is to bring about reductions in CO, emissions by
cooperating with activities that help achieve reductions in everyday CO, emissions.

To this end, Unicharm held the Moonyman Carbon Offset Campaign in June and July, 2008, By
using absorbent materials that are half as thick as those used in conventional products, Meonyman
Shirn Pants and Moonyman Ase Sukkiri diapers contribute to broad reductions in CO, emissions,
However; because disposable diapers are incinerated after use, reducing CO, emissions 1o zero
has yet to be realized The purpose of this campaign has been to sell disposable diapers with COz
emission rights for a limited time as a new way to promote environmental protection. Unicharm
used a portion of the proceeds from sales of Moonyman products to purchase CO, emission
rights from Carbon Offset Japan (COJ)* Through this activity, the Company has offset approxi-
mately 3,400 tons of CO, preduced by the incineration of disposable diapers.

in the wake of such recent events as the commencement of Kyato Protocol's first commit-
ment period in January and the GB Summit held in Toyako last fuly, which made the global envi-
ronment a central theme, 2008 has been characterized by greater than ever environment aware-
ness in Japan. Consequently, Unicharm is actively conducting business with this in mind.

* C0} is & non-proft ervironmental orgenization that abides by the principles of the Kyoto Protocal.

Carbon Offset Scheme

Reflecting customers’
opinions, Unicharm
purchzses CO,
emission rights
depending on sales.

A portion of product sales is
used for CO, reduction
activities through COJ.

Businesses
q  aiming to
§ reduce CO,
% emissions

e
Purchases of CO:?‘ @ik
depending OfF5al

=
EEEmission ri
- Campaign on the Unicham website
Tream june 5, 2008 ta july 10, 2008
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Fundamental Principles

The Unicharm Group strives to pursue correct corporate management principles, which brings together corporate growth, well-
being among employees and the fulfillment of its socia! responsibilities. Guided by these established ideals, managernent and operat-
ing divisions work in unison to create new value and promote a corporate management structure that consistently aims to create
No. | value for alf stakeholders, including customers, shareholders, business partners, associates and society at large. In addition, as
stakeholders examine corporate governance and CSR with ever-more discerning eyes, the Group increasingly endeavors to ensure
sound corporate management consistently guided by its corporate ideas. With a strong awareness of the importance of constantly
increasing corporate value and fulfilling its corporate responsibilities, Unicharm's management and operating divisions work togeth-
er through the conduct of business to achieve these goals. Under a corporate auditor system, the Company endeavors to further
strengthen its executive officer structure, while striving to bolster overall corporate governance.

Composition and Management of the Board of Directors

The Company maintains a Board of Directors that is presently composed of seven directors, including the chairman. In addition to
its onthly ordinary meetings, the Board of Directors holds extraordinary meetings on an as-required basis (16 such meetings
were held during the year ended March 31, 2008},

In an effort to enhance management's focus on the front line and accelerate strategy implementation, both recognized as
Group strengths, the Company has deemed it appropriate to choose as internal directors individuals who possess a thorough
knowledge of Unicharm's business operations. Consequently, individuals from outside the Company are not efigible to be directors.

Moreover in [999, we introduced an executive officer system with the purpose of bolstering and accelerating business opera-
tions. This system reinforces the decision-making and supervisory functions of the Board of Directors as well as the separation of
execution functions for executive officers. As of Septernber 2008, the Company had |4 executive officers, 5 of whom concurrently
held the position of director, and 5 deputy executive officers.

Unicharm endeavors to increase the supervisory functions of directors and enhance the transparency of its corporate conduct
through four corporate auditors, induding two outside corporate auditors. |

Corporate Auditors and the Corporate Auditor System

Unicharm has adopted a corporate auditor system that comprises four corporate auditors, two of whorn are appointed from
outside the Group. The activities of corporate auditors are determined and guided by policies and plans formulated by the Board of
Awuditors, Corporate auditors also participate as standing members of major meetings that involve management decision-making
and take part in corporate governance.To provide objective viewpoints, two outside avditors have been entrusted to hold the post
of corporate auditor due to their ability to furnish broad insights based on an abundance of experierice and knowledge in corpo-
rate affairs.

Through the augmentation of stafl engaged in internal audit functions, the Internal Auditing Division is able to assess the effec-
tiveness of internal control systems within operating divisions and recommend corrective measures.

To complement the aforementioned corporate auditor and internal audit systems, Unicharm's accounting audit is conducted
independently by certified accourtants Takao Goto and Seibei Kygjima of the Deloitte Touche Tohmatsu auditing firm. In addition,

. corporate auditors and the Board of Auditors meet periodically, and 2s needed, with accounting auditors to share the resuts of

their respective audit plans and ensure maximum efficacy and efficiency.

Internal Control System Upgrading

Recognizing that deeply rooted internal control system structures and operations ensure highly effective corporate governance, and
by extension a high degree of corporate trust and operational efficiency, Unicharm is steadily promoting the upgrading of its inter-
nal control systems.

In accordance with the Financial Instruments and Exchange Law, the drafting of intermal control reports and audits by management
has become a requirement from April 2008 onward, In addition, with this and other legal ordinances in mind, the “Internal Control
Upgrading Project” was initiated in April 2006. The maintenance of internal control systems has been conducted on both a company-
wide and a business process level, Related activities over the past two years are detailed below.
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{1} An evaluation of internal control systems on a companywide level was implemented throughout the Unicharm Group compa-
nies, including at Unicharm PetCare Corporation Unicharm Preducts Co., Ltd, Unicharm Material Co, Ltd., Cosmotec Compora-
tion and Kokko Paper Mfg. Co, Ltd, as well as at overseas subsidiaries in Shanghai, South Korea, Thailand, Taiwan, Indonesia and
Saudi Arabia. Upon completion of this evaluation, upgrades were implemented, starting with the control environments of each
subsidiary. In addition, maintenance was undertaken to improve the transparency of the Board of Directors’ decision rmaking,
accounting and financial reporting processes, and overall corporate governance.

{2) In integral control of business processes, we focused on risks connected to misstatements in financial reporting. To prevent such
misstatenent, our risk management systems have been upgraded through the establishment of 15 business processes induding
how sales are recorded, as well 2s the appointment of internal control manzgers to oversee various business processes and fully
document all relevant procedures, In addition, once the effectiveness of a process has been verified, a simulated audit is con-
ducted by the Deloitte Touche Tohmatsu auditing firm to identify any defidencies in internal control systems based on which
corrective measures are implemented. )

(3) In preparation for system upgrading to ensure no contact with anti-social forces, and in recognition of the need to act in accor
dance with legal ordinances and corporate ethics, corporate behavior guidelines have been thoroughly outlined for all directors
and employees,

Unicharm maintains a specific compliance structure to ensure that all directors and employees adhere to its corporate philosophy
and corporate ethics, along with domestic and overseas laws and regulations. In 2005, the “Unicharm Way'" was established, codifying
the comoﬁte behavior guidelines. All directors and employees are required to carry this set of principles while on duty and put them
into practice throughout the Group. In addition, Corperate Ethics Committee Meetings are held to respond to vital issues related to
risk managemerd, compliance and corporate ethics. Endeavoring 1o address the needs of employees, the Corporate Ethics Office of
the CSR Department established the Rinrin Hotline as a point of contact for employees seeking consuftation, helping to swiftly identify
risks and promote daily efforts to implement counterrneasures.
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Chairman of the Board
Kelichiro Takahara

Director
Kennosuks Nakano

internal Corporate Auditors .

Shigekl Maruyama
Tsuyoshi Miyauchi

Corporate Auditor
Masahiko Hirata*®
Haruhiko Takenaka*

Director
Eiji Ishikawa

President and Chief Executive Officer
Takahisa Takahara

Shinji Mori

* External corporate auditors who futfll the requirements as
prewided for in Article 2, ham 16 of the Corporation Lew.

Executive Officers as of September 1, 2008

President and
Chief Executive Officer
Takzhisa Takahara

Senior Executive Officers
Kennosuke Nakano
.Eiji Ishikawa

Shinji Mori

Masakatsu Takal
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Deputy Executive Officer  Takamitsu lgaue

Executive Officer
Executive Officer
Executive Officer
Executive Officer
Executive Officer
Executive Officer

Shinya Takahashi
Katsuhiko Szakaguchi
Yoshihiro Miyabayashi
Shigeo Moriyama
Norio Nomura
Yukihiro Kimura

Masakatsu Takal

Deputy Executive Officer
Deputy Executive Officer
Deputy Executive Officer
Executive Officer
Executive Cfficer
Deputy Executive Ofiicer
Executive Officer

Takazaki Okabe

Kazuhira lkawa
Hidetoshi Yamamoto
Hironeri Nomura
Atsushi lwata

Kenji Takaku
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; t are
busmtss & wcll as thc baby and child care busmess : In othér
rcgmns pamculzrly Eumpe, sales of adult 1 incontincnce products
“and. pznts type, chsposablc diapers for infants grew. Tn the
Mzdd]: East, sales of pants-type diapers for infants made stcady
progrcss. As i rcsu.[: sa]cs by all overseas subs:dxmcs cxpandcd
¥24.4 lehnn ycar on ycar, to ¥119 4 bﬂhon reprcsentmg 35 4%
. of consolidazed et sales, |

“Géographic’ Segment:sa.les

- ¥206,89F . ¥217474
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. -3B343- 46968
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: Rﬂ 5 gg{ch and Development Costs
Rma:ch m_@ ;

moomc taxca saw a. rcvtrsa.l to ¥0 1 billion ccmparod with the
pn:vxnus ycar’s ¥18 billion. Neti income uitrcased 10 8% year.on
year to ¥16.7 billion, thh net income pcr r share amounnng ©

-z WS‘J.39 up ¥27 08 pcr slur:




- bl 125 billor and » ¥4 bx_lhon desrease i fsbility for ,.‘;_ X
réﬁrern nt beneﬁm to ¥6. 1 bﬂlmn due in part to prcpa.td p:nsmn

% rcmnccl carmngs chmbcd ¥13.8 billion, or
billio#: Foreign cun-cncy translanon a.dj‘uEtmcntS

¢nd ofr.bcymr mtaled ¥B7 3 bxlhon, a¥21.9 'I:nlhon increass
frorn the total 4t thc bcgm.mng uf rhc ycar

~OUTL00K FOR FISCAL zuov S ,5.

Dcsplte z posmvt ouﬂook for balthy domestic & ccrporm: .
pzrformmoe and robusr oonsum:r spcndmg, the, Umcharm

Gmups opcmtmg cn\m'onmcnt is expcctcd to remain unccrta.m

duc to }ugh raw mai ml pnces. In addmon, thh mpidiy

e



‘ thhcrlands and Saidi Arabis. The Company is rherefore o cc'rtmn crmmmncnm] smndards b;.;»th in Japa.n and oveiséas.
mbjcct to & number of risks inhérent i in overseas business These standards include the handling and- dlsposal of air
devi pollut:on CO; mussmns, tﬁlucnt cmissions and Wast: mater.

" lopmcnt. Thcsc mcludc changcs in mw matcnal pnces

. ity pcrfonhancc or. ﬁnam:ml stnndmg ﬁ'om curr:nt laws and
regu]ztmns, thcrc i th: posmblhry that fumn: lcg‘al restrictions

e g b Dy g,

anpulatod ogrporatc ‘Echmonl guxd-t.:lm‘cs and: Dthcr rulr.s to "
ensurc kS securc mfurmanon cnv:mnrncnt while stnvmg for full
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